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The Revolutionary 21-Inch 
Optic-Engineered TV Picture Tube 


with Exelusive Iso-Focus Beam 


NOTHER PHILCO FIRST! Another 

significant development in the science 
of television from the Philco laboratories 
—the 21-inch Cylindrical Face All-Glass 
Cathode Ray Tube, and the exclusive 
Iso-Focus Beam. Conceived by Philco, 
developed by Philco, this triumph of 

ilco electronic and optic research 
provides, by far, the highest fidelity 
picture in television. 


Three Years in the Making 


This new, important development is the 
culmination of three years of research by 
a special group of Philco Electron-Optic 
Engineers. Applying the principles of 
electronics to the laws of optics, these 
Philco scientists have developed a truly 
optic-engineered picture tube. Its cylin- 
drical-shaped face is designed to reject 
glare, providing eye comfort heretofore 
unattainable. Its 245 square inch surface 


is 14% larger than a 20-inch tube and 
actually larger than ordinary ‘‘21’s’’. 
The exclusive Iso-Focus Beam adds even 
greater picture fidelity to Philco’s fam- 
ous Balanced Beam chassis. And it pro- 
vides faithful picture reproduction covering 
the entire range of delicate black and 
white shadings. 

This great Philco tube is now available 
to the entire industry, but the spectac- 
ular Iso-Focus Beam, which makes pos- 
sible true picture fidelity, can be found 
ONLY IN PHILCO TV! 


Quality First...A Phitco Policy 


This tremendous achievement is but one 
of the many reasons why Philco is, by 
far, the most wanted TV in America. 
Through the years, the countless engi- 
neering advances from Philco labora- 
tories have raised the standards of the 
entire industry. 


PHILCO Qoeup QratizteLfet he 


Another Major Engineering Achievement 


Conceived and Developed in the 
World Famous PHILCO Laboratories 
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Optic-Engineered 
Light beams are rejected scientifi- 
cally, by curving the face of the 
tube around a vertical axis... 
providing true eve comfort. 











Iso-Focus Beam 


True Focus in ail parts of the pic- 
ture—on the edges as well as in 
the center of the picture! Blurs 
and smears banished. 










TV’S GREATEST POWER PLANT 
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Wherever you do business abroad, the 
foreign department of Guaranty Trust 
~ Company can help you. We have had long 


experience with import-export transactions, 





/ / exchange restrictions, and all matters relating 


/ / salle to the financing of foreign trade. Backed by the 

oe — ae facilities of our branch offices and correspondents 

ee A er strategically located in every commercially important 

= - —— country in the world, we can advise you on conditions 
Vrms 


wherever your point of contact may be. Our correspondent service 


has long proved of value to banks with interests overseas. May we help you? 


Guaranty Trust Company 
of New York 


Capital Funds $377,000,000 


140 Broadway Fifth Ave. at 44th St. Madison Ave. at 60th St. Rockefeller Plaza at 50th St. 
New York 15 New York 36 New York 2] New York 20 
LONDON PARIS BRUSSELS 
32 Lombard St., E. C. 3 ' 4 Place de la Concorde 27 Avenue des Arts 


Bush House, W. C. 2 


Member Federal Deposit Insurance Corporation 
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In recent years the responsibilities and complexities involved 
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in the handling of most estates have increased beyond the capacity of any ‘Pr 
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Cover Picture .. . Lenzburg Castle, Switzer- 
land, whose thousand years of even‘ful his- 
tory link the ancient and the modern world, 


| belonged to the Counts of Lenzburg, Kiburg 


and Habsburg before it was purchased by 
Americans, including successively A. E. 
Jessup, who restored it, and Linco!n Ells- 


worth, aviator and explorer. Thick walls of 
| stone appear to afford protection for the 
| owner’s wealth, but the Counts of Lenzburg 
| lost the castle by the terms of a will, and 


Rudolf of Habsburg, self-appointed guar- 
dian to young Anna of Kiburg, purchased 
her entire inheritance for 14,000 marks of 


silver (the chaplain’s annual stipend was 


| 512 marks). Under the Habsburgs, bailiff 


Hans Schultheiss successfully defended the 
castle egainst a Bernese atteck, only to sell 


| it and the feudal dues to them later for 1320 
| gulden because the villages wou!d no longer 


pay their accustomed rents. If a cast’e was 
to be a home, the owners had to be certain 
of their income, and equally today, if a 


| man wants his home to be his castle, he 


must guard his investments. 
Photo by A. Devaney, Inc. 
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CORRESPONDENCE 





Marital Deduction Choice 


I read with interest and profit Mr. 
Henry Cooper’s excellent article in your 
February issue (p. 140) on choosing 
between the two types of trust that qual- 
ify for the marital deduction — the 
trust under which the surviving spouse 
is given a general power of appointment, 
and the trust under which the remainder 
goes to her estate. 


I wonder if there isn’t another factor 
that might be considered in making the 
choice — the mental capacity of the 
surviving spouse? If a “power-of-appoint- 
ment trust” is created, the surviving 
spouse must be able to exercise the 
power “alone ... and in all events.” It 
is questionable whether that requirement 
could be met where the surviving spouse 
is mentally incompetent when the power 
comes into existence. 


On the other hand, if the trust re- 
mainder (plus accumulated income if 
desired) is given to the incompetent’s 
estate, it would seem that the marital de- 
duction will be allowed for the full 
amount of the surviving spouse’s bene- 
ficial interest in the trust. In that case, 
of course, the trust property would pass 
to the surviving spouse’s heirs or, if she 
left a will executed before she became 
incompetent, to the beneficiaries named 
in the will. 

Eugene P. Walsh, 
Edwin Bird Wilson, Inc. 
New York 


Fine Summary 


The January, 1952 issue of TRUSTS AND 
ESTATES contained a very fine summary 
of our Trust Conference which was held 
here in Harrisburg on December 7, 1951. 
We are very pleased with the treatment 
of the Conference in your article, and 
will be most happy to give you our whole- 
hearted cooperation on any future sub- 
jects which you would like to treat in 
your Journal. 


Robert C. Forrey 
Assistant to the Secretary 


Pennsylvania Bankers Association 
Harrisburg, Pa. 
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The Columbia Gas System's Business 
Is Everybody's Business 


You can find full 
details for last 
year’s operations 
in our 1951 
Annual Report. 
Write The 
Columbia Gas 
System, Inc., 
120 East 41st 
Street, 

New, York 17, 
New York 












That’s why we’re showing you 


here a page from our 
new Annual Report 


This is just another way of saying that public utility rates have no special immunity from 
the economic laws governing wages and prices in general industry. 


Until recently, Columbia’s earnings have continued reasonably satisfactory because of 
the constant increase in the volume of sales, But now, despite increased operating effi- 
ciencies, rising costs of doing business and increased taxes have caught up to us. 


The cost of everything we buy—just 
like the cost of your everyday living— 
is far higher now than in 1941. 


COST OF LIVING 
vs. COST OF 
RESIDENTIAL GAS 


Yet, the cost of gas to our domestic cus- 
tomer has not changed much in all 
those 10 years. 


OST OF LIVING’ 


Look at the chart! 


Our customers certainly must appreci- 
ate that higher gas rates are inevitable. 


If we are to continue high quality service 
to our customers; if we are to satisfy the 
demands for more and more gas, we must 
earn more money. Not enough to put our 
bills to our customers up to the inflated 
level of other “cost of living” expenses. 
But enough so we can meet our obligations 0 ——+ 

as a public service company and protect ~ eee 

the investments of our stockholders. swith need sepindeo 








This is the gist of the story we are telling in full detail to the Public Service Commissions 
which regulate our rates. 





We hope that our customers, many of whom are also our stockholders—or, if not ours, 
stockholders in other public service companies who face the identical problem, realize that 
higher utility rates are inevitable. | 


Total Total Total 


$39,560,932 $37,107,503 
22,234,843 19,579,619** 


Earnings before taxes . 
Taxes . 


$24,389,467 
12,169,731 


Earnings available to 


common stockholders . .| $17,326,089 | $1.16 | $17,527,884 $12,219,736 


* Based on average number of shares outstanding. 


*°* Includes “special charges” of $3,178,000. 








THE COLUMBIA GAS SYSTEM 


i Utilities Company, Virginia 
, d Corporation, Amere Gas gh 
: Company, Atlantic Seaboard C Oa wae 

eS on ae eae = Transmission Corporation, Big neat po oon mgr wal ree 
Gas Distribution Cpe. GROUP: The Ohio Fuel Gos Compony; TTR eeijome Gav Company. - 
Natural Gas Company; — hampton Gas Works, Cumberland ond ae ye eg atv year 
— stg tng i 7 Gas Company of West Virginio; Olt : 
Keystone Gos Company, 'n¢-, 
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EDITORIAL... 


FTER A GENERATION OF FINANCIAL CONTROL and economic 

leadership by the political administration during which 
the greatest per-capita debt in history has been piled up 
and the value of the dollar cut in half by inflation, there 
are signs of a new initiative being taken by banking and 
industry to inform the electorate on the basic facts of eco- 
nomic life in a free country. 


This movement comes none too soon and will need very 
wide support on the home fronts of every community if 
business is to be conducted for the benefit of all the people 
instead of primarily for the benefit of the Government. More 
of the fruits of many industries are now going into the hands 
of the tax-spenders than are going to consumers in the form 
of lower prices, or to wage-earners in the shape of profit- 
sharing, or to the people who provide the tools. in the 
form of dividends or even of net earnings. For company 
after company the report of higher production and sales 
is accompanied by lower net figures due to ever-higher taxes. 
The end of that road is the bankruptcy of free enterprise. 

If Government has a duty—as it surely does—to referee 
the conduct of business and to hold it to accountability for 
actions affecting the public, then no less has business the 
responsibility of helping the public see that the Government 
is conducted honestly, efficiently and in the general rather 
than the party interest. The reporting or accounting of such 
a vast operator as our Federal Government is so complicated. 
often so dry or controversial, that the average person can- 
not properly appraise its contributions and costs. That then 
becomes both a duty and an opportunity for bankers and 
businessmen, since their interests should correspond with 
those of the public. and only with a prosperous town and 
country can their own institutions hope to profit. And only 
with a sound political Administration can they expect an 
economy in which their institutions can even exist with 
proper freedom. 

Those days are passed when the financial, trade and in- 
dustrial leaders of the community could stand aside or aloof 
from “politics” as something beneath their attention or of 
a world apart. Political economy is probably the great 
science of the times, but it has become so political as to 
almost eliminate the economy. Businessmen have a selfish 
as well as unselfish interest in transmitting, to the people 
with whom they come in contact in daily life, the simple 
economics of business. as bankers have a basic concern with 
explaining to the public the values of private and institu- 


| tional investment and capital. 


This year’s reports to bank stockholders are replete with 
references to the effect of taxes on the consumer’s purse and 
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THE CAMPAIGN ISSUE 
ya oe om of the Erasiniis Wihrld 


the worker's take-home, as well as the investor’s net. And 
for the first time with any such frequency these reports 
decry the waste and dishonesty in Government, and the 
evidences of Socialization. Industrial reports are even more 
outspoken in condemning bureaucratic spending as well as 
controls, and are pointing out that the only existing fair 
and democratic price controls are those engendered by the 
free play of the consumer’s dollar. An English banker—A. 
W. Tuke, chairman of Barclay’s Bank, Ltd.—incisively 
phrased this development in financial leadership in com- 
menting on the Labor Government’s experiment in social- 
economic planning: 

“In the process of political evolution, we have arrived at a 
stage when an entirely new economic policy has been put to the 
test by the progressive party of the day. In these circumstances if 
a business man, who is required or at least allowed by custom 
once a year to make public comment on the affairs of the nation, 
feels that the results of this policy have been and are likely to 
be disastrous not only to private enterprise, to which he pins his 
faith, but also to the true interests of the whole nation, from 
which all else depends, then it is surely his duty, even though 
he be banker, to give expression to his views to the best of his 
ability. He should, however, express himself in no partisan spirit, 
but soberly and objectively and with a due sense of his respon- 
sibility.” 





If savings and 
investment are to 
be adequately re- 
warded, and _in- 
dustry is to be 
profitable enough 
to attract private 
capital, then the 
leaders of industry 
will do well to 
make available the 
facts about free 
enterprise in a way 
which _ trustees, 
bankers and other 
institutional invest- 
ors can interpret 
to the people and 
press of their 
home towns. This 
being an election } 
year we can ex- p a 
pect high and wide iF a Poe Sens 
if not handsome 


a liens h Courtesy of The News, New York’s 
spending y the Picture Newspaper. 
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party in power, and an increasing “backlog” of debt and 
later taxes, with business and “Capitalists” as the whipp‘ng- 
boys, unless Business does its own campaigning for sound 
money and sound politics. Both begin at home. As James 
Farley, astute politician of the old school, is alleged to have 
told a reporter who asked him the secret of his amazing 
success in predicting and electing: “It’s pretty simple: the 
votes are in the wards. But heaven help us if the Republi- 
cans ever find that out.” 


A \ A 


THE PROFESSIONAL 
INVESTORS DIGEST 


ESTERDAY’S LEADING INDUSTRIES frequently are today’s 

laggards and tomorrow's sources of huge losses to in- 
vestors. New inventions, shifts in consumers’ desires, gov- 
ernment regulation and competition, taxes, and many other 
factors play important roles in determining the pattern of 
the shifting investment scene. To understand and to take 
advantage of these trends necessitates a dynamic analysis 
of economic, social, and technological forces as contrasted 
with the static analysis involved in the usual balance sheet 
and income statement approach. 

The patterns reflected in the financial statements represent 
past events rather than future potentialities; yet it is the 
latter which determine the fate of particular securities. The 
widespread tendency to base investment decisions on trend 
lines projected into the future has proved especially disas- 
trous on occasion. A better understanding of the fundamen- 
‘, tal forces which are slowly undermining some industries and 





strengthening the foundation of others, and then their trans- 
lation into the situation for a given company, are urgently 
needed today. Furthermore, when ordinary standards are 
so difficult to apply and the near future so indefinite as to 
offer little basis for investment decisions. a discussion of 
long-term factors by competent authorities should be invalu- 
able to the institutional investor in search of some solid 
ground. 


In the short space of one generation, the fields served 
by Trusts AND Estates have become the most important 
sources of investment capital. When this journal was found. 
ed in 1904, the individual investor was the backbone of the 
capital market and it was not until about 1920 that there 
began the slow but steady transference of the power of 
investment from the individual to the institution which has 
placed the professional investor in the front rank. 

There are many reasons for this change, but one of the 
more significant is the redistribution of income. It is esti- 
mated that between 1930 and 1945 the proportion of total 
disposable income (net income after Federal income taxes) 
received by the top 5% declined from 30‘. to 17‘;. During 
the same period the average income before taxes of the 
top 5°o changed relatively little, while that of the lower 95% 
more than doubled. This change reflects both the effect of 
the progressive income tax on the rich and the ability of 
the lower income groups to secure a larger share of the 
national income through improved bargaining power and 
greater productivity. 

Recognizing their inability to assume great risks with 
small sums, the lower and middle income groups have 

(Continued on page 172) 
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Ancillary Administration 
in NEW YORK 


When you are confronted with the problem of 
ancillary administration in New York, you are 
invited to use the complete facilities of our Personal 
Trust Department. 

Our long experience, efficient methods and excep- 
tionally well-qualified personnel assure you of 
prompt and effective service. 

Please feel free to consult us at any time in 
regard to questions you may have concerning 
ancillary administration in New York, or questions 
concerning the practical solution of kindred fidu- 
ciary problems. 

For further information, write the Personal Trust 


Department, 16 Wall Street, New York 15, N. Y. 


BANKERS TRUST COMPANY 


NEW YORK 


Member Federal Deposit Insurance Corporation 











IN THE NEWS 
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Trust Council Activities 


February meetings reported to T.&E. 
include the following: 


Southeast Florida: 27th — A small es- 
tate was analyzed by council members. 


Chicago: — See page 204. 


Detroit: 26th — “It Pays to Plan an 
Estate” according to A. M. McNickle, 
vice president of Fidelity Trust Co., 
Pittsburgh, who illustrated his remarks 
with slides. This being the annual meet- 
ing, officers were elected for next year: 
president: Harry W. Short of Massa- 
chusetts Mutual Life; vice president: 
Charles R. Eckert of Northwestern Mu- 
tual Life; secretary: J. Donald Orth of 
Manufacturers National Bank; treas- 
urer: Frank M. Minninger of Connecti- 
cut General Life. 


Rochester: 21st — Earl R. Hudson, 
executive vice president of Kennedy 
Sinclaire, Inc., New York, discussed life 
insurance and the transfer of stock in 
close corporations. 

Mr. Hudson discussed the methods of 
evaluating close corporation stock or a 
partnership or proprietary interest, out- 
lining the capitalization of income form 
used by the government in such evalua- 
tions, particularly where the earnings 
record of the business over a five year 
period had been good. The speaker il- 
lustrated the application of this form by 
a number of actual cases which showed 
valuations placed on business interests 
by the government far in excess of the 
executors’ valuations, with resulting in- 
crease in the Federal estate tax. Mr. 
Hudson also discussed the effect of buy 
and sell agreements on fixing tax valu- 
ations and covered the use of amended 
Section 115(g) as a means of providing 
liquidity in estates comprised chiefly of 
business interests, as well as its effect on 
the use of stock retirement plans. 


Philadelphia: 28th— Another Ken- 
nedy Sinclaire representative, Lawrence 
W. Payne, addressed this group on the 
subject of visual sales presentations. 


Fort Worth: 18th — Houston attor- 
ney James L. Shepherd, Jr., spoke on 
buy-sell agreements and business life 
insurance. 


Richmond: 12th — Family provisions 
in trust instruments was the topic of an 
informal talk by James W. Allison, 
former vice president of Equi'able Trust 
Co., Wilmington, Del., and now lecturer 
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on estate planning at the University of 
Virginia Law School. 

Seattle: 20.h — A panel discussion on 
settlement options and trusts was con- 
ducted by moderator Phillip Wolgemuth 
of Provident Mutual Life. Participants 
were Henry H. Judson. vice president 
and trust office of Seattle Trust & Sav- 
ings Bank, Thomas C. Winter, C.L.U. 
with John Hancock Mutual Life, and 
Edward West of Seattle-First National 
Bank, taking the role of the attorney. 


Milwaukee: 28th (Jan.) — The newly 
elected officers are president: Jack C. 
Windsor of Connecticut General Life; 
vice president: Frank C. Hughes of Mu- 
tual Benefit Life; secretary-treasurer: 
Joseph C. Moser, vice president and 


An analytical article by Charles 
Spencer, editor of Employee Benefit 
Plan Review, will be published in the 
April issue of T.&E. 


A A A 


Four Trust Faculty Members 
Named for G.S. B. 


New trust faculty members named for 
The Graduate School of Banking’s sum- 
mer session at Rutgers University. by 
director Harold Stonier are: Robert M. 
Lovell, vice president, The Hanover 
Bank, New York; Earl S. MacNeill, vice 
president, Irving Trust Co., New York. 
George C. Robinson, assistant viee presi- 
dent, Fidelity-Philadelphia Trust Co.: 





trust officer of Marshall & Ilsley Bank. and Leonard T. Scully, assistant vice 
president, United States Trust Co.. New 
York. 

Mr. Lovell will lecture on “Estate 
Administration,” Mr. MacNeill, — on 
“Problems of Tax Administration;” Mr. 
Robinson, on “Trust Auditing and Ae- 
counting;” Mr. Scully, on “Trust Ad- 


A AA 


Pensions Unfrozen 


Most employee pension and _profit- 
sharing plans have been exempted from 
wage ceil'ngs under a ruling by the 


Wage Stabilization Board last month. ministration.” 
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TRUST WOMEN AT LUNCHEON AT TOWN AND COUNTRY RESTAURANT DURING 
MID-WINTER TRUST CONFERENCE OF A.B.A. FEBRUARY 4 


Back row: Winifred N. Smyth, trust officer, National City Bank of Troy, N. Y.; Ger- 
trude V. Hodgman, associate trust officer, Stamford (Conn.) Trust Co.; Frieda S. Donaldson. 
assistant trust officer, Trenton (N. J.) Banking Co.; Helen C. Finn, assistant trust officer. 
First-Stamford National Bank; Eva M. Locher, trust officer and assistant cashier, Staten 
Island National Bank & Trust Co., New York City; Dorothy I. Fraser, assistant trust officer. 
New Rochelle Trust Co., N. Y.; Nancye B. Staub, assistant secretary and assistant trust 
officer, Morristown (N. J.) Trust Co., president of the Association of Bank Women, and 
Genieve N. Gildersleeve, assistant secretary, Trust Division, American Bankers Association. 


New York; Beulah L. Griffiths, secretary, Industrial Trust Co., Wilmington, Del.; Mae M. 


Imbro, business manager, Trusts and Estates, and Lois M. Dwyer, Oneida National Bank & 
Trust Co., Utica. 

Second row: Mrs. Elizabeth H. Walker, public relations counsellor, publisher and 
editor of “Cues on the News,” New York; Hilda M. Hoffman, assistant secretary and 
statistician, Bowery Savings Bank, New York; Bertha Weise, assistant secretary and assistant 
trust officer, Allison-East End Trust Co., Harrisburg. Pa.; Antoinette Byrne, assistant 
secretary, American Bankers Association, New York, and Elsie Parker, trust officer, Southern 
Trust Co., Clarksville, Tenn. 


Front on floor: Teresa Callan, editorial secretary, Trusts and Estates; Frances Johnson. 


‘circulation manager, Trusts and Estates, and Sally C. Moore, secretary to Genieve N. 


Gildersleeve, A. B. A. Trust Division. 
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Georgia Trustmen Join with 
Estate Planning Institute 


The Committee on Trust Affairs of 
the Georgia Bankers Association, will 
hold the anual meeting in conjunction 
with the Second Annual Institute on 
Estate Planning at the University of 
Georgia, Athens, on March 28, under 
the joint sponsorship of the University’s 
School of Law and Division of General 
Extension. 

Outstanding speakers for the program 
include Joseph Trachtman, New York 
legal editor of TRUsTs AND Estates, who 
will discuss current problems in estate 
planning; Professor Richard R. Powell 
of Columbia Law School, who will talk 
on mitigating the hazards of trust prac- 
tice in Georgia; and Justice Bond Al- 
mand of the Supreme Court of Georgia, 
whose topic is “The Administration and 
Judicial Management of Estates and the 
Need for a Code of Probate Procedure.” 


The afternoon session will feature a 
panel discussion based on a typical trust 
case. Furman Smith, of Atlanta, 
Georgia, legal editor of TRUSTS AND Es- 
TATES, will lead the discussion, with 
comments by S. E. Kelly of the Colum- 
bus Bar and Robert C. Norman of the 
Augusta Bar. 

Professor James J. Lenoir, School of 
Law. University of Georgia, is in charge 
of arrangements. 


a. & 


Massachusetts, Pennsylvania 
Trusts Up 


Assets of trust departments of 44 trust 
companies in Massachusetts increased 
almost $70 million during 1951, going 
from $1.500,812.000 on December 31, 
1950, to $1,570,558,000. The change in 
diversification between stocks and bonds 
was almost imperceptable, stocks. slip- 
ping from 50.1% to 49.8% while bonds 
went from 42.7% to 43.1%. 

In Pennsylvania, state trust institu- 
tions showed a comparable rise of slight- 


ly less than 5% in total trust funds, 
gaining $155,021,550 to $3,463,036,529. 


AAA 


Jennings Succeeds Robertson 


Effective Feb. 18, 1952, L. A. Jen- 
nings was advanced from Second Deputy 
Comptroller of the Currency to First 
Deputy to succeed J. L. Robertson who 
has been confirmed as a Governor of the 
Federal Reserve System. William M. Tay- 
lor has been advanced to Second Deputy. 
To fill the vacancy of Third Deputy, 
Griffith W. Garwood was named. 
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BANK INSTALLS TELESIGN 


The first fast-moving line of words — “Uncensored news is the basis of freedom” - 

each other across First National Bank of Dallas’ new sign echoed the dedicatory statement 

of president Ben H. Wooten. The telesign is operated as a community service to give down- 

town crowds a constant flow of news reports. Second in length only to that of the New 
York Times, it is believed to be the first ever installed by a bank. 


Bank Sponsors Three-Day 
Planning Lectures 


More than forty trustmen from Ma- 
rine Midland group banks throughout 
New York State attended a_ two-day 
session of lectures on estate planning by 
Joseph Trachtman on January 16-17 at 
the offices of the Marine Trust Co. of 
Western New York in Buffalo. On the 
following morning, Mr. Tractman ad- 
dressed the law class of the University 
of Buffalo on various aspects of estate 
planning. emphasizing the use of corpo- 
rate fiduciaries under appropriate cir- 
cumstances. In the afternoon of 18th, 
some 500 members of the Bar from the 
western New York area heard the noted 
author and speaker discuss powers of 
appointment under the 1951 Act. At a 
dinner meeting sponsored by the Estate 
Analysts of Western New York, Mr. 
Trachtman viewed estate planning from 
the life underwriter’s angle. 


A A A 
Bank Employees Reject Union 


Employees of the Lincoln National 
Bank, Newark, N. J., voted two to one 
against any union affiliation in a Na- 
tional Labor Relations Board February 
election. 

The official count was 74 to 37, de- 
scribed as a “gratifying vote of confidence 
in the management,” by Carl K. Withers, 
president. 

The outcome surprised A.F.L. union 
leaders who possessed signed cards from 
55% of the employees. The election was 
the first major test of union activity in 
Newark banking institutions. 


- chasing 





Public Opinion Surveyed 
on Banking and Trust Questions 


When several thousand people in the 
area of Paterson, N. J., were inter- 
viewed last summer in First National 
Bank & Trust Co.’s public op‘nion poll, 
70% said they did not know “what the 
trust department of a bank does.” and 


77% admitted they had no will. 

A 140-page report contains factual 
and tabulated data providing a scientific 
guide to the bank’s public relations and 
advertising programs, according to John 
P. Anderson, vice president in charge 
of those functions. In many respects the 
study was competitive, and therefore 
many of the findings are for the bank’s 
information only. 


Trust questions included: What do 
you think the trust department of a 
bank does? Have you made a Will? If 
“ves,” then whom did you name execu- 
tor—a friend or relative, a trust de- 
partment, a lawyer, or someone else? 
Those who had made wills, but had not 
named a trust department, were asked 
if they had considered a trust depart- 
ment and why they decided not to use 
one. 


Only 14 per cent knew that a trust 
department handled estates and execu- 
ted wills. Of those whose wills were 
drawn, 29% named a trust department 
as executor while 43% named a friend, 
relative or attorney. Half of those who 
did not name a trust department said 
they “didn’t think about it” and the 
other half thought it was “a lot of 


trouble to get there.” 
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OIL WILL SHAPE THE FUTURE of mankind, they say, 
which may be true. EW. one thing is sure: oil is 
essential to our presen: »:ecurity. And many prod- 
ucts of U.S. Steel are w hiely used to wrest oil from 
the earth: “Oilwell” dr'!ling and pumping equip- 
ment, National Pipe, ‘“iger Brand Wire Lines, 
Universal Atlas Cement. and a host of others. 


WHAT HAS A STEEL MILL to do with soil 
conditioning? A lot. For some of the 
products of steel-making are ideal for 
agricultural use. For example, many 
southern farmers use Tennessee Basic 
Slag to add phosphorus and lime to 
the soil, stimulate luxurious crops. 
Look at the picture: at left, test crop 
of crimson clover and barley grown on 
badly eroded land conditioned with 
Basic Slag; at right, result of same 
planting without Basic Slag. 


Wh, 


MAN SIZE! When you can step into its mouth and look down its 
throat like this, you’ve got a scroll casing for a hydroelectric tur- 
bine that’s really big! This one, of welded steel construction, has a 
98-inch inlet, a 132-inch bore. It’s made by United States Steel. 
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do so many jobs so well 


THE DEFENSE PROGRAM calls for steel and more 
steel .. . for weapons, ships, planes, even lowly 
barbed wire like this. Only steel can do so 
many jobs so well. And fortunately, United 
States Steel and the more than 200 other steel 
companies in America are able to produce enor- 
mous quantities of this vital metal . . . more 
than all the rest of the world put together. 


WHOPPER. This 96-inch lathe in the Homestead District Works of U.S. Steel 
can turn and bore a 110-ton piece of steel that’s 8 feet in diameter and 66 feet 
long! But to produce quality forgings, it takes fine steel and skilled craftsmen, 
as well as modern machines. United States Steel has all three. 


FACTS YOU SHOULD KNOW ABOUT STEEL. In making the products that are sold under the 
United States Steel trade-mark, U.S. Steel buys materials from nearly 54,000 ofher companies 


... and over 40% of all money received by U.S. Steel for its products is paid out to these suppliers. This trade-mark is your guide to quality steel 


Usten to... The Theatre Guild on the Air, presented every Sunday evening by United States Steel. National Broadcasting Company. coast-to-coast network. Consult your newspaper for time and station. 


U N IT E D STAT E S ST E E L Helping to Build a: eller Hmerica 


AMERICAN BRIDGE..AMERICAN STEEL & WIRE ond CYCLONE FENCE..COLUMBIA-GENEVA STEEL.. CONSOLIDATED WESTERN STEEL..GERRARD STEEL STRAPPING... NATIONAL TUBE 
OIL WELL SUPPLY.. TENNESSEE COAL & IRON..UNITED STATES STEEL PRODUCTS..UNITED STATES STEEL SUPPLY .. Divisions of UNITED STATES STEEL COMPANY, PITTSBURGH 
GUNNISON HOMES, INC. » UNION SUPPLY COMPANY +» UNITED STATES STEEL EXPORT COMPANY + UNIVERSAL ATLAS CEMENT COMPANY 
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TUTIONAL INVESTMENT 


Lire INSURANCE CoMPANIES:! 


Life companies have stop 
scale selling of Government /,1.ds and 
are refraining from sizable pu. chases of 
common stocks. Majority opinion is that 
no material investment in common 
stocks can be expected as long as pres- 
ent valuation methods prevail. As re- 
gards preferred stocks, many companies 
continue to insist on sinking funds of 
3 or 4%. Both large and small com- 
panies have invested in real estate 
equities in recent years, owning the 
properties outright, with no junior capi- 
tal to cushion their holdings. 

Outstanding commitments, which 
cramped life company bond buying in 
1951, are becoming a market influence 
of declining importance. Their current 
investment appears large enough to ab- 
sorb incoming funds and replace invest- 
ments being paid off. Trend is still to- 
ward mortgage loans, but less so than 
a year ago. A representative group of 
companies investing $840,000,000 in 
January put about 32% in mortgages, 
29% in industrial bonds, 20% in gov- 
ernments, 6% in utility bonds, and 
314% in rail bonds. Direct placements 
remain very important to all companies 
and their commitments are large in this 
direction. 


PERSONAL TRUSTS: 


Investment officers are more interest- 
ed in straight preferreds, less so in com- 
mons than for some time. Many believe 
that straight preferreds saw their lows 
about February Ist. Convertible pre- 
ferreds are less attractive than a month 
ago. Among the few commons bought, 
utility, bank, and insurance stocks pre- 
dominate, with an occasional industrial 
situation only when apparently under- 
valued. Buying corporate bonds with 
heavy sinking funds, first mortgages, 
and short average life. Tax-exempts 
look good for the high income accounts. 
Some like the school districts. 


PENSION FuUNDs: 


With resources exceeding $10 billion, 
pension funds are the fastest growing 
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type of institutionalized saving. They 
give promise of rivaling investment 
companies as a means of directing more 
funds into equity channels. Annual ad- 
ditions of new money to pension funds 
have risen from $1.2 billion in 1949 to 
about $1.8 billion currently ($1 billion 
trusteed, $.8 billion insured). Individual 
trusteed funds have an estimated 20 to 
40% in common stocks, and are not 
doing much direct buying of commons 
at this time, but might be interested at 
lower prices. A few of the larger funds 
are attracted by bank stocks. A minority 
of funds are dollar averaging. 


MuTuAL Savincs BANKs: 


Inauguration of Federal tax on Jan. 
1, 1952 on the income remaining after 
savings banks have paid interest-divi- 
dends to depositors and after building 
surplus and reserve to specified levels, 
may help to alter composition of the 
banks’ portfolios, centering more atten- 
tion on tax-exempts now and equities 
later. Only 15% of the dividends re- 
ceived by a corporation from another 
corporation are taxable so that the 
actual rate payable by a bank on the 
income received from its holdings of 
equities is only 7.8% compared with 
52% applicable to income derived from 
interest on loans and taxable bonds. 

Presently providing only a selective 
and moderate-sized outlet for tax-ex- 
empts while major uncertainties, such 
as permission to buy equities in New 
York State, and the long term trend 
of tax-exempt bond prices, are being 
clarified, savings banks are hopeful that 
the New York State Legislature will 
soon authorize them to invest in pre- 
ferred and common stocks up to 5% of 
assets or one-half the amount of their 
surplus and undivided profits, which- 
ever is lower. 


UNIVERSITY ENDOWMENT FuNDs: 


The most important tendency in col- 
lege investments in recent years has 
been the increase in common. stock 
holdings. Colleges are still shortening 
bond maturities. To have appeal to 


NVESTORS DIGEST 


Se tt St Me DS Mi Me Dee De 9 


them, new issues of preferred stocks 
should be convertible. Of the various 
“formula” plans developed to assist in 
their investment problems, none seems 
to provide a total answer. Judgment and 
experience are relied upon principally, 


CHARITABLE FOUNDATIONS: 


In common with pension funds and 
college endowment funds, charitable 
foundations are revealing increasing in- 
terest in corporate bonds now that yields 
have improved. None of these three has 
lost its appetite for equities when the 
price is right. 


PROPERTY INSURANCE COMPANIES: 


Their holdings of Governments reach- 
ed the peak in 1947 at 44.6% and has 
since then been declining steadily, reach- 
ing 38.7% of total assets at the end of 
1950. Stocks now account for about 
30° of total assets, with a three-fold 
increase in industrial holdings over the 
last ten years. Industrials bonds, how- 
ever, are than 1° of the total 
13% bond list. The balance represents 


18% in cash. real estate and miscella- 


less 


neous items, 


INVESTMENT COMPANIES: 


Composition figures for 1951 not yet 
being available, it is not known how 
common stock holdings will compare 
with the previous year’s over-all figure 
of 61.14%. Mutual funds give promise 
of developing into a major conduit be- 
tween investors and stocks in the way 
that savings banks have served between 
investors and bonds and mortgages. 


There is evident a more conservative 
note, with higher cash reserves and a 
trend toward replacement of volatile 
stocks with the defensive variety, *em- 
phasizing utility commons. 


COMMERCIAL BANKS: 


These credit institutions are fairly 
aggressive buyers of tax-exempts. No 
fixed policy has emerged in reference 
to United States Government securities 
except as the maintenance of a second- 
ary reserve. 

With the spread of 2% time money, 
there is, particularly outside of New 
York City, more interest in lengthening 
government maturities and the purchase 
of corporate and municipals. 


TRUSTS AND ESTATES 





(, 


ves! 
‘size 
esta 
whi 
of 
por 
mil 
on 
N 
stri 
in 
TAT 
195 
to | 
tota 
tain 
Dis 
in 
Nev 
gra 
and 
fou 
eac' 
lege 
disc 
tion 
whi 
diffi 
| 
hee 
an 3 
ary 
lega 
Rivi 
rep 
cem 
tire 
cem 
C 
disc 
folic 
held 
1951 


tren 


cern 
45.6 


Mar 





»cks 
ious 
t in 
ems 


and 
ally. 


and 
able 
- in- 
elds 
has 
the 


ach- 
has 
ach- 
1 of 
out 
fold 
the 
Ow- 
otal 
ents 
ella- 


yet 
how 
pare 
yure 
nise 

be- 
way 
yeen 


itive 
da 
atile 

em- 


uirly 

No 
ence 
ities 
ond- 


ney, 
New 
ning 
hase 





NEW HIGHS FOR COMMON FUNDS 





TREND TO EQUITIES SEEN IN 1951 ANNUAL REPORTS 


ROWING ACCEPTANCE OF THE Com- 
G MON TRUST FUND as a practical in- 
vestment vehicle for small and medium 
sized trusts has increased the number of 
established funds by 16‘¢ in one year, 
while assets have risen 32% to a total 
of $838 million as of 1951 annual re- 
port dates. This compares with $635 
million at the end of 1950, calculated 
on the same basis. 

Nineteen discretionary and six re- 
stricted or ‘legal’ funds have been placed 
in operation since the TRusts AND Es- 
TATES published in November 
1950, bringing the discretionary list up 
to 97, the legals to 31, and the grand 
total to 12%. These Funds are main- 
tained by 104 banks in 26 states and the 
District of Columbia. They are located 


survey 


in communities varying in size from 
New York to Proctor, Vt., and geo- 


graphically from Virginia to California, 
and from Minnesota to Texas. Twenty- 
four of the banks operate two funds 
each. usually one discretionary and one 
legal. however, both are 
discretionary but differ in the propor- 


In three cases. 


tion of common stocks in the portfolio, 
while in one instance both are legal, but 
differ in the .proportion of bonds. 


Taking only those funds which have 
heen in operation long enough to make 
an annual report in 1951. 87 discretion- 
ary funds held $666.413.193 and 27 
legal funds were valued at $146,453,276 
giving a total of $812.866.469. Since the 
report dates run from January to De- 
cember, the total asset value of the en- 
lire group taken simultaneously at De- 
cember 3lst would be greater. 

Combining the holdings of all the 
discretionary funds into one huge port- 
folio, and what the funds 
held on their respective report dates in 
1950 with what 1951, a 
trend toward clearly 


comparing 


was held in 


equities is dis- 


Percentage Diversification 
1950 1951 


Gov't Bonds 34.0 32.0 

Other Bonds 116 9.5 

Preferreds 58 83 

Commons 38.8 43.7 

Cash and other 0.6 1.5 
cerned. In 1950 bonds represented 


45.6% 


of the portfolio and common 
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stocks 38.8%, while in 1951 bonds 
amounted to 41.5% and common stocks 
had moved up to 43.7%. 

In 1950 35% of the discretionary 
funds held bonds in their individual 
portfolios in amounts varying between 
40% and 50% of their respective prin- 
cipal volumes. In 1951 the same 40% to 
50% bracket predominated, and the 
number of funds holding this amount 
of bonds had risen to 39.3%. 


The predominating bracket for com- 
mon stocks in 1950 was between 30% 
and 40‘. of individual portfolios with 
43.7 of the discretionary funds hold- 
ing in this porportion. In 1951 common 
stock proportions increased to the point 
where a higher bracket predominated 
(40% to 50°) and 44.2°% of the funds 


stood in this category. 
Common Stock Issues 


The number of common stock issues 
held by any one discretionary fund in 
1951 from 12 to 116, with a 
general average at 51. The range in 
1950 was almost identical and the aver- 
age for that year was 53. The average 
size of participations in the discretion- 
ary funds varied in 1951 from $2,614 
to $36,729, with a general average size 
of $17.941—an increase from 1950 
when the range was between $3,297 and 
$31,364 with a general average of $16,- 
407. In 1940 the average size of parti- 
cipating accounts was $7,461. This 
growth over a twelve year period re- 
flects not only satisfaction with the op- 
eration of the funds on the part of 


varied 
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~~ QTY NATIONAL 


The Pooling of Smatier 
Trusts permits broad 
diversification both as 
to type of investment 





and industry 






ORPHANAGE TRUST 


From annual report to stockholders of City National Bank & Trust Co., 
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banks and beneficiaries, but also the 
successive increases in the maximum 
participation by an individual trust 
permitted by the Federal Reserve Board 
regulations and generally followed by 
state law. The Board raised the limit 
from $25,000 to $50,000 in September 
1945, and from $50,000 to $100,000 in 
February 1951. 

Based on the average per cent of 
commons held in one fund (43.7%) and 
the average number of common stock 
issues (51), a typical participating trust 
of $17,941 in 1951 would hold only 
$154 worth of the common stock of any 
one company. 

The diversification values obtained by 
use of the Common Trust Fund were 
illustrated, in so far as common stocks 
are concerned, by the T.&E. study pub- 
lished last June. A limited use of com- 
mons is now permitted in the three 
states* and the District of Columbia 
where restricted or ‘legal’ common trust 
funds are in operation, and 19 of the 
27 legal funds reporting in 1951] in- 
cluded common stock holdings in their 
portfolios. (Thirteen of the 19 also held 
preferreds, and six held preferreds but 
no commons. ) 


In their 1951 reports, the common 
stock holdings of the 87 discretionary 
funds and the 19 common-stock-holding 
legal funds showed a diversification 
over 504 companies. As in the June 


*N. J., N. Y. and Penn. Because Indiana’s per- 
missive list is so extensive, for purposes of this 
study funds in that state are considered discre- 
tionary. 


. \ BOON TO SMALLER TRUSTS 
ONE INVESTMENT PORTFOLIO 






Kansas City, Mo. 
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Name of Bank 
ALABAMA 


First National Bank 
First National Bank 


CALIFORNIA 


Title Insurance & Trust Co. 
First National Trust & Savings Bk. 
Bank of America N. T. & S. A. 


Covorabo 
United States National Bank 


CONNECTICUT 


Bridgeport-City Trust Co. 
First National Bank & Trust Co. 


Hartford-Connecticut Trust Co. 
Phoenix State Bank & Trust Co. 
First National Bank & Trust Co. 
Union & New Haven Trust Co. 


Colonial Trust Co. Waterbury 

DELAWARE 

Equitable Trust Co. Wilmington (Fd B) 
(Fd C) . 

Security Trust Co. _.......Wilmington - ’ 

Wilmington Trust Co. Wilmington 

DISTRICT OF COLUMBIA 

American Security & Trust Co. Washington 

National Savings & Trust Co. Washington 

Washington Loan & Trust Co. Washington 

GEORGIA 

Citizens & Southern National Bank Atlanta 

Trust Company of Georgia .._Atlanta 

ILLINOIS ; 

City National Bank & Trust Co. _ Chicago 

Continental Ill. Natl. Bank & Trust Co.. Chicago 

INDIANA 

Old National Bank Evansville 

Fletcher Trust Co. Indianapolis 

KENTUCKY 

Kentucky Trust Co. Louisville 

MAINE 

First Portland National Bank Portland 

MARYLAND 

Equitable Trust Co. ......Baltimore 

Fidelity Trust Co. = ___._Baltimore _ 

Safe Deposit & Trust Co. : _Baltimore 

Union Trust Co. ansaid _.__Baltimore 

MASSACHUSETTS 

Boston Safe Deposit & Trust Co. Boston 

Day Trust Co. a 

First National Bank an _........--Boston 

Merchants National Bank ._— Boston 

National Shawmut Bank __..___..___._ Boston 

New England Trust Co. a 

Old Colony Trust Co. sc enadhiesien ea 

State Street Trust Co. __.._._....-._.__Boston 

Hadley Falls Trust Co. __._._..__._..__-_..__ Holyoke 

Union Trust Co. Shadbatet ___.... Springfield 

Worcester County Trust Co. ..........Worcester 

MINNESOTA 

First Trust Co. peeaehibiadiieniinsemisittiincinediitinal St. Paul 

Northwestern National Bank . Minneapolis 

MISSOURI 

City National Bank & Trust Co. Kansas City = 

Commerce Trust Co. ; .....Kansas City 

Mercantile Trust Co.f — —______ St. Louis - ingens 

St. Louis Union Trust Co. _. St. Louis (Fd A) - 


Security National Savings & Trust Co. . St. Louis 


NEw JERSEY 


City 


..Birmingham 


....Montgomery 





_Los Angeles - 


San Diego 


San Francisco 


.Denver 


Bridgeport 


_Bridgeport (Fd A) 


Hartford 
Hartford 
New Haven 
New Haven 


First Camden Natl. Bank & Trust Co. _Camden 


Burlington County Trust Co. _. 


Princeton Bank & Trust Co. _.___. 


Trenton Banking Co. _.._-_-_-__ 


(a) A legal fund, but the Indiana legal list now includes common and pre- 


ferred stock. 


170 


(b) Voluntarily restricted to Bond investments. 


_._.Moorestown 
___Princeton 


Trenton 


(Fd B) .... 


(Fa B) ...... 


Date 
Started 


8/ 1/47 
12/ 2/46 


4/ 1/51 
6/30/42 
12/ 1/47 


11/30/49 


8/29/47 
7/10/43 
3/27/45 
11/ 1/48 
6/ 3/46 
3/ 1/47 


__ 11/ 1/50 


5/ 1/48 


7/ 1/30(c) 


_ 6/ 8/34(e) 


8/ 1/43(c) 


“41/ 1/41(e) 


3/ 1/50 
11/ 1/61* 
7/31/50* 


7/ 1/49 
8/25/44 


12/ 1/47 


. 12/ 1/49 


2/ 1/51 
5/ 1/49(a) 


. 12/15/50 


8/ 2/51 


9/13/45 
2/ 1/51 
6/15/45 
2/ 1/50 


10/ 5/45 
5/ 1/50 
6/ 6/47 
1/31/52 
1/30/48 
7/ 1/48 
8/ 1/45 
9/ 1/47 
6/19/50 
5/ 1/61 
8/ 1/48 


6/20/37 (b) * 


11/30/45 


2/16/61 
7/31/60 


_ 11/ 9/42 


7/30/41 
9/28/42 
9/ 9/40 


11/30/48 
10/31/48* 
5/31/45* 


_ 11/30/49 


6/ 5/45* 








NEw YORK 


Marine Midland Trust Co. _..._____. 
Marine Trust Co. of Western N. Y. — 


Bank of New York 

Bankers Trust Co. a aetaettnenmiadl 
The Hanover Bank 

Chase National Bank 

Chemical Bank & Trust Co. - 

City Bank Farmers Trust Co. 
Guaranty Trust Co. 

Manufacturers Trust Co. 


Marine Midland Trust Co. 
New York Trust Co. - 
Lincoln Rochester Trust Co. 


Security Trust Co. 


Northern New York Trust Co. 
County Trust Co. 


NorRTH CAROLINA 


The Fidelity Bank 
Wachovia Bank & Trust Co. 


OHIO 


Central Trust Co. 
Lincoln National Bank 
Cleveland Trust Co. 
Ohio Citizens Trust Co. 


OKLAHOMA 
First National Bank 


OREGON 
First National Bank 


PENNSYLVANIA 
Fidelity-Philadelphia Trust Co. 


Girard Trust Corn Exchange Bank 
Land Title Bank & Trust Co. 
Penna. Co. for Banking & Trusts 
Provident Trust Co. 


Real Estate Trust Co. E 
Tradesmens Natl. Bank & Trust Co. 


Fidelity Trust Co. 
Mellon National Bank & Trust Co. 


Peoples First Natl. Bank & Trust Co. 
Scranton Lackawanna Trust Co. 


Miners National Bank 


TEXAS 


Mercantile National Bank 
Republic National Bank 
Fort Worth National Bank 
Frost National Bank 


VERMONT 

Proctor Trust Co. 

Franklin Co. Savings Bank & Tr. Co. 
VIRGINIA 

Lynchburg Trust & Savings Bank 
National Bank of Commerce 
First & Merchants National Bank 
First National Exchange Bank 
WASHINGTON 

National Bank of Commerce 
Seattle-First National Bank 
WISCONSIN 


Marine National Exchange Bank 
Marshall & Illsley Bank 


- -_ 


(c) Converted in 1943 from legal-type by adoption in Delaware of Prudent 


Man Rule. 


TRUST INSTITUTIONS OPERATING COMMON TRUST FUNDS: 


(As of March 1, 1952) 


Binghamton 
..Buffalo 


New York 
New York 
New York 
New York 
New York 
New York 
New York 


New York 


..New York 


New York 
Rochester 


Rochester 
Watertown 


White Plains 


Durham 
Winston-Salem 


Cincinnati 
Cincinnati 
Cleveland 
Toledo 


Oklahoma City 


Portland 


Philadelphia 
Philadelphia 
Philadelphia 
Philadelphia 
Philadelphia 


Philadelphia 
Philadelphia 


..Pittsburgh 


Pittsburgh (Fd A) 

(Fd C) 
Pittsburgh 
Scranton 


Wilkes-Barre 


Dallas 

Dallas 

Fort Worth 
_San Antonio 


Proctor 
St. Albans 


Lynchburg 
Norfolk 
Richmond 
Roanoke 


Seattle 
Seattle 


Milwaukee 
Milwaukee 







3/ 1/51* 
5/ 1/50 
7/ 1/50* 
2/ 1/45 
1/31/49* 
2/ 1/49 
5/ 1/50* 
1/31/46 
4/30/50* 
11/ 1/49 
10/ 2/50* 
11/ 1/51 
8/ 1/51* 
11/ 1/49 
7/31/50* 
11/ 1/49 
8/ 1/50* 
8/ 1/49 
8/ 1/50* 
6/ 6/44 
8 / /50 
2/ 1/50 
2/ 1/50* 
6/27/45 
7/31/50* 
2/18/52* 
6/ 1/51* 
1/25/51 
1l/ 5/41 
12/30 44 
51 
1l/ 1/45 
4/30/51 
1/31/52 
8/ 2/51 
8/ 1/40 
11/ 1/40* 
12/ 1/39 
12/ 1/39* 
7/ 1/42 
11/16/47* 
7/ 1/40 
11/16/44* 
11/ 1/40 
12/ 1/45* 
6/ 2/47 
5/ 1/45 
9/ 1/48* 
2/ 5/47 
9/ 3/47* 
2/21/44(b)* 
10/14/47* 
6/10/40 
4/ 7/Al 
6/ 1/46* 
6/ 2/47 
6/ 2/47* 
7/14/49 
12/ 1/51 
2/ 1/48 
2/ 1/61 
7/ 1/32 
5/15/47 
12/ 1/50 
11/ 1/47 
. 4/30/49 
11/ 1/49 
12/19/47 
6/12/61 
7/ 1/44 
11/1/61 


*All are discretionary except those marked with asterisk, which are legal. 





+As result of merger with Mississippi Valley Trust Co. 
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study, the list reveals a wide variety 
of selections. Even the most.popular in- 
vestment was still not chosen by 25 
funds. The list of companies selected 
by 25% or more funds is given below. 


COMPANIES HELD BY AT LEAST 25% 
OF REPORTING FUNDS 


NO. OF FUNDS 


COMPANY HOLDING 


Union Carbide & Carbon 81 
General Electric 77 
Standard Oil (N.J.) 77 
E. I. du Pont 74 
Westinghouse Elect. 71 
General Motors 64 
Sears Roebuck 62 
American Tel. & Tel. 59 
Texas Co. 59 
Phillips Petroleum 59 
Gulf Oil 58 
International Harvester 50 
Kennecott Copper 49 
National Dairy Products 49 
J. C. Penney 49 
Standard Oil (Ind.) 49 
F. W. Woolworth 48 
Montgomery Ward 47 
Liggett & Myers Tobacco w 
General Foods 43 
Monsanto Chemical 42 
Standard Oil (Cal.) 41 
Owens Illinois Glass 42 
Allied Chemical & Die 39 
(American Can 39 
Johns Manville 39 
Insurance Co. of No. Amer. 38 
National City Bank N. Y. 38 
Commonwealth Edison 37 
(American Cyanamid 36 
American Gas & Elect. 36 
Chrysler 36 
Eastman Kodak 36 
R. J. Reynolds Tobacco 35 
Dow Chemical 34 
Continental Oil 33 
Cleveland Elect. [lum. 32 
Phila. Elect. ae 
Socony-Vacuum Oil 32 
Union Pacific R.R. 32 
Guaranty Trust Co.. N. Y. 32 
U. S. Gypsum 3] 
Pittsburgh Plate Glass 30 
United Fruit 30 
Sherwin Williams 29 
Continental Insurance 29 
Chase National Bank, N. Y. 28 
National Lead 27 


Note: The full list of companies whose com- 
mon stock is held in Common Trust Funds 
will be published in the April issue of 
Trusts AND Estates. 


Size and Range of Participation 


The number of trust accounts partici- 
pating in a single fund in 195] varied 
from 26 to 2,217, striking an average 
at 390. The previous year, with a range 
from 24 to 2,189, averaged at 412. Al- 
together, those reporting the number of 
accounts in 195] ran up a total of 31. 
824 participating trusts for the discre- 
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tionary funds and 12,694 for the legal 
funds. As of this writing the number of 


accounts is estimated at over 45,000 
compared to 33.000 at the end of 1950. 


Of the funds reviewed, two selected a 
$1 unit value. 73 chose $10, four used 
$15, six operate with a $25 unit, one 
selected $50, and 32 preferred $100. The 
most frequently selected unit—$10—is 
credited with the advantage of using 
decimals and minimizing the uninvested 
capital of participating trusts. 

A division of the funds—discretion- 
ary and legal—according to size groups 
shows the following: 





DISTRIBUTION (IN MILLIONS) OF FUNDS 
BY SIZE 


Under $1 $1 to $10 $10 to $25 $25 to $50 Over $50 


1950 245% 58.5% 123% 4.7% 00% 
1951 20.6% 59.5% 15.1% 32% 16% 


Considering the continuing advent of 
new funds, and the fact that many of 
the funds are serving areas where 
growth possibilities are relatively limit- 
ed, a permanent steady growth is indi- 
cated. If the 32% gain in_ principal 
amount in one year, even after allow- 
ing for the rise in the market, holds 
true in 1952, common trust funds will 
reach a billion dollars this year. 





service 


not measured 


by time alone 





Rendering constant service to the many 
needs of conservative and institutional investors re- 
quires more than routine effort. 

We keep a continuing check not only upon the 
markets, but on the many outside factors which influ- 


ence market trends. Thus we are alert and ready to bring 


into play our broad facilities in our clients’ interests. 


In times like the present, we are certain you will 


find this personalized service extremely helpful. Our 


clients have. It is available to you at any time. 


R. W. Pressprich & Co. 


48 Wall Street 
NEW YORK 5 


201 Devonshire Street 
BOSTON 10 


Members New York Stock Exchange 


GOVERNMENT, MUNICIPAL, RAILROAD, 
PUBLIC UTILITY AND INDUSTRIAL BONDS 
EQUIPMENT TRUST CERTIFICATES - INVESTMENT STOCKS 








Investors Digest 
(Continued from page 162) 


channeled their savings into institutions 
—trust companies, mutual savings 
banks, savings and loan associations, 
life and property insurance companies, 
the commercial banking system, and 
more recently the investment (or mu- 
tual) fund, and quite recently the pen- 
sion fund. Only yesterday, as time goes, 
the pension trust scarcely existed; today 
it promises to become the largest single 
purchaser of equities. 

It now seems appropriate to establish 
a department to meet the interest of 
the institutional and professional in- 
vestor. We shall attempt in this depart- 
ment to capsule the information that 
the professional investor needs, to pub- 
lish brief facts relative to the supply of 
and demand for securities, trend factors 
evident in the purchases and sales of 
institutional investors, analyses of the 
outlook for key industries, and concise 
commentaries on the economic forces set 
in motion by state, national and inter- 
national action. 

The objective is to arrive at a credit- 
able presentation of what our readers 
require in a monthly digest of economic 
facts. We shall have the help of some of 


Manufacturers of 


1951 









ANNUAL REPORT 


OPERATIONAL HIGHLIGHTS 


the best minds in the financial and in- 
dustrial fields from all parts of the 
country. We believe that a most prac- 
tical, time-saving service can thus be 
provided in the “Professional Investors 
Digest.” 


A A A 


MORAL STRENGTH OF 
CAPITALISM 


. . . Capitalism is a desirable system 
primarily because it alone recognizes the 
dignity of the individual. . . 


Capitalism is both inspired and 
limited by the Ten Commandments. For 
the philosophy of Capitalism not only 
includes the right to the lawful use of 
private property, unmolested by theft or 
violence, but it imposes also an obliga- 
tion to practice that spirit of generosity 
and charity which must prevail among 
neighbors in a community. . 

“Capital” is a synonym for individual 
thrift. It is as wrong for a capitalist to 
misuse the savings of investors as it is 
for a radical or socialist—in the name 
of an arbitrarily defined “public inter- 
est”—to legislate policies that confiscate 
the savings of the citizen. Excessive 
spending of the people’s money, puni- 
tive levies and political tax rates are as 


unmoral as embezzlement of bank de. 
posits... ° 

Sometimes critics who advocate a 
new economic order talk of the evils 
of the “profit motive”—as if the politi- 
cal motive is any less susceptible to 
abuse or as if the “service motive” were 
confined to government officials alone, 
The instinct to serve one’s fellowman 
finds expression as well in business and 
in the professions—indeed, wherever 
the lives of individuals are guided by a 
moral purpose. . 


DAVID LAWRENCE, in copyrighted article in 
U. S. News & World Report, independent weekly 
news magazine, published at Washington. 


A AA 


Trust Mortgage Holdings 


Commercial bank trust departments 
held only approximately 1.6°% of the 
mortgage holdings reported as of May 
31, 1951 by the Federal Reserve Bank 
of Atlanta, or some $36.6 million out 
of nearly $2.278 million totals for the 
area, which covers the states of Ala- 
bama, Florida, Georgia and sections of 
Louisiana, Mississippi. and Tennessee. 
In addition, trust departments 
service for account of others about 1% 
of the volume in this category, amount- 


these 


ing to $17.7 million. 








® Dividend payments were increased to 55¢ per share in 1951. 
@ Net worth increased nearly 12% by retained earnings. 

® Backlog of orders continues satisfactory. 

@ Labor relations have been satisfactory throughout the year. 


@ The sales outlook for 1952 appears good, unless defense program 
restrictions become more severe. 
MALcoLm A. SCHWEIKER, President 


A copy of the Annual Report may be obtained by writing the Company at Lansdale, Pennsylvania 


WALL & FLOOR TILE 


AMERICAN 
ENCAUSTIC TILING 
COMPANY, INC. 


® Manufacturing operations were substantially greater in 195] than 
in any previous year. 


® Sales were 30% higher in 1951 than in 1950. 
® Profit before taxes was $3.61 a share against $2.63 for 1950. 


© Net profit declined to $1.15 a share from $1.30 in 1950 due to 
greatly increased income and excess profits taxes. 
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Tax Free Income 





FOR INSTITUTIONAL INVESTORS 


NORDINATELY HEAVY FEDERAL TAXES 

force all investing institutions sub- 
ject to them to search for some means 
of escape. Once these institutions have 
done all they can to control net taxable 
income short of altering investment pol- 
icy, they can hardly overlook the fact 
that income from municipal securities is 
tax free. At the present time, there is 
considerable confusion as to how ex- 
tensively an investing institution should 
invest in municipals, how long the pres- 
ent value of tax exemption will persist, 
and how long interest rates in general 
may be counted on to remain low. The 
present article offers a number of sug- 
gestions on these questions. 


The problem of Federal taxes is real 
enough. Federal Reserve member banks 
(those reporting weekly) have required 
two full years of very good earnings to 
increase capital from 7.84°% of deposits 
to the present 8.25%. Now they are 
hit by the 52°, combined normal tax 
and surtax, and perhaps by the excess 
profits tax. On January 1. savings banks 
with capital and hidden reserves ex- 
ceeding 12‘% of deposits became sub- 
ject to the Federal income tax. Their 
first reaction was to transfer from tax- 
able bonds to tax free bonds. Their sec- 
ond reaction has been to get rid of net 
taxable income. by paying a_ higher 
rate of interest on savings deposits. 


The tax impact is real and conditions 
are developing that make it imperative 
for every investing institution to build 
up earning power and retain all it can 
after taxes to protect the funds entrusted 
to it. It is far more logical now not to 
throw income out the window, which 
most definitely retards capital accumu- 
lation, but to attempt to retain as much 
income as possible after taxes. 


Current Status of Municipals 


In today’s market, long Treasurys, 
prime long corporates and high grade 
municipals (Bond Buyer No. 1 Index) 
yield respectively 2.69%, 2.93%, and 
1.88. After the 52% tax, they yield 
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DELL H. STEVENS 





Mr. Stevens is 
head munici- 
pal statistician for 
Ira Haupt & Co., 
members of the 
New York Stock 
Exchange. Former- 
ly with Moody’s In- 
vestors Service, he 
is a feature writer 
for financial publications, specializing on 
Government and municipal bond matters. 





1.29%, 1.41%, and 1.88%, and where 
the excess profits tax does not interfere, 
an institution investing in municipal se- 
curities at 1.88% can retain 45% more 
income after taxes than it can when it 
invests in taxable Treasurys yielding 
2.697. Arithmetically, municipal bonds 
have great value for tax exemption. 


Of course, the decision to use muni- 
cipal bonds is not that simple. In the 
first place they are not Treasury bonds, 
they are not all money-rate bonds, they 
are not classified as “riskless” by the 
authorities, they are not acceptable to 
secure public funds, and they are not 
supported by the Federal Reserve. In 
the second place, the value of tax ex- 
emption is not fixed. Tax rates change 
and the present value of tax exemptions 
can be reduced. Lastly, investing insti- 
tutions have prior requirements to be 
met before municipal bonds can be con- 
sidered and cannot make an arbitrary 
decision to replace all taxable net in- 
come with tax free income. 


- PRESENT TRUSTS - 
COMPOSITE OF SECURITIES HELD 





Diversification of securities in Detroit Trust 
Co. trust accounts, shown in Winter °52 issue 
of D.T.C. Quarterly. 






Varying Institutional & Trustee 
Considerations 


Commercial banks need more capital 
than they possess. In 1945, all com- 
mercial banks reported loans totaling 
about one sixth of deposits. Today loans ~ 
are one third of deposits. Non-Treasury 
bonds were one twentieth of deposits. 
Now they are one twelfth. The large in- 
creases in such “risk” assets has been 
excused on the count that Treasurys are 
40% of deposits. But this year we have 
seen Treasury 41% year notes at a three 
point discount, almost enough to impair 
a bank’s capital stock. Experience shows 
that a bank should be able to pay off 
35% or 40% of its deposits in an 
emergency without impairing its stock. 
Banks rely on loans for the highest rate 
of earning power and the more loans 
they have, the greater the liquidity re- 
quired in the form of cash items and 
very short (taxable) Treasurys. Muni- 
cipal bonds for tax-exempt income can- 
not be considered until liquidity has 
first been fully provided for, then muni- 
cipal bonds are clearly -indicated, per- 
haps to the complete exclusion of cor- 
porate bonds. 


Insurance companies, other than 
those writing life contracts, do not need 
the liquidity of a commercial bank. 
After setting up reserves based on the 
loss record, they do not face a possible 
wholesale refunding of premiums com- 
parable to the possible wholesale with- 
drawal of bank deposits. Also such 
companies set aside large reserves be- 
fore arriving at the amount of net in- 
come subject to taxation and are free 
to buy stocks, the dividends on which 
are favorably treated in the tax regula- 
tions. Such companies do buy munici- 
pals, for yields of 1.80%. or more, but 
their investing power in municipals is 
rather limited, their net taxable income 
is comparatively low, and their general 
investment limitations are far less oner- 
ous than in the case of commercial 


banks. 


Life insurance companies are tre- 
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BANK OF AMERICA 


N. T. & S. A. 


Common Stock 


We Actively Buy and 
Sell this Stock 


Informative reports on 


the current status of the 
world’s largest publicly- 
owned bank are available 
to institutions and private 


investors. 


BLAIR, ROLLINS & Co. 
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mendous institutionalizers of the funds 
of the public. They must have a certain 
rate of return from their investments 
and therefore depend heavily on mort- 
gages, real estate leases, policy loans, 
and investments in taxable Treasury and 
corporate securities. Because they set 
up very heavy reserves for losses, the 
net taxable income subject to the Fed- 
eral corporate tax is limited, for which 
reason their investment policies include 
very few municipals and even then are 
limited to construction revenue bonds 
and to tax free yields as high as those 
on prime corporates. 

Lastly, we come to the savings banks. 
All are now subject to corporate in- 
come taxes if capital exceeds 12°% of 
deposits. At this moment, to avoid heavy 
taxable income, savings banks are in- 
creasing the rate of interest paid on 
deposits from 2%, in New York State, 
to 244°% or 214%. Taxable income is 
figured after such interest payments. 
But this obviously retards accumulation 
of capital and trouble can develop if 
interest rates in the future continue the 
31 year overall downward trend, and 
sooner if they decline later this year 
and next, making it difficult to earn a 
214% interest rate. 

Savings bank deposits are far more 
stable than those of commercial banks 
and a savings bank needs less liquidity. 
Should the supply of new loans contract 
or level off, we suspect that savings 
bank investment in long term legal mu- 
nicipals would expand more freely than 
at present, without however making 
such banks a decisive factor in the mu- 
nicipal bond market. 

One of the largest markets for tax 
free securities is among trusts, estates, 
and individuals which, with the com- 
mercial banks, are the real market for 
municipal bonds. They, rather than the 
savings banks and insurance companies. 
seriously need tax exemption in dollar 
volume. 


The Market Outlook 


How permanent is the present tax 
free value of municipals? Will the next 
major change in Federal income tax 
rates be up or down and how large 
will it be? We may agree that today’s 
tax rates, if perpetuated, would suffice 
to stampede investors into buyigg muni- 
cipals. However, there is a good chance 
that, if,a recession is now shaping up 
in the United States and if such a con- 
dition becomes more or less chronic, 
unless large scale warfare breaks out 
later, we may as well expect within 
a year or so the wiping out of the ex- 


cess profits tax which was adopted as 
an anti-inflation, not a revenue, measure, 
and token cuts in the corporate and 
individual normal taxes and _ surtaxes, 
Tax cuts or rumors of tax cuts could 
cause municipal bond prices to soften 
in relation to prices of taxable bonds, 
But any relative weakness in municipals 
should be short lived in that event, for 
three substantial reasons: - 

1. Against prime corporate bond 
yields, municipal yields have not since 
1946 given any weight to the excess 
profits tax. 

2. They discount a combined corpo- 
rate normal tax and surtax of only 35% 
rather than the actual 52‘,. Is_ the 
combined tax likely to be reduced to 
35% in the visible future? With re. 
armament needs scheduled to be high 
for several more years, Treasury de- 
ficits are bound to be high. High taxes 
will be required. But industrial over- 
production and overemployment now 
developing in the economy suggest sharp 
competition, narrowing profit margins. 
and lower Treasury revenues from in- 
dustry and individuals despite high tax 
rates. We therefore, that in 
what we may come to identify as “nor- 
mal” times hereafter, a combined cor- 
porate normal tax and surtax of 35% 
or 40°% will be standard. 


3. Lastly, over the remainder of 1952 
and certainly over a period of years, 
overproduction in industry and agricul- 
ture—barring a major war—should be- 
come a characteristic (as in 1937-1940). 
The effect on new construction, bank 
loans, bank reserves, and Treasury and 
Federal Reserve credit policies would, 
we believe, be such that money rates 
in general would decline and _ bond 
prices, those of municipals included, 


believe, 


would strengthen. . 

Any institutional investor able to use 
tax-free income ‘in order to retain more 
taxable net income after taxes has a 
good case, in our judgment. for buying 
municipal securities within the limits of 
what is prudent in its particular field. 
Here again one further observation 
must be made. The conditions now shap- 
ing up are favorable indeed to tax free 
securities of the highest quality, or of 
medium quality where good manage- 
ment or a particularly stable local eco- 
nomic background is permitting intrin- 
sic improvement. Unfortunately, there 
are numerous large and small political 
subdivisions enjoying low. medium, and 
high credit ratings which are on_ the 
downgrade and would deteriorate still 
more if the national economy were to 
slow down. 
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ALLIED CHEMICAL & DYE CORPORATION 


61 BROADWAY, NEW YORK 6, N.Y. 


SUMMARY OF ANNUAL REPORT 


Sales and operating revenues 
Interest, dividend and other receipts 4,882,000 


Total receipts 


Income before Federal taxes 


Net income 


Federal income and excess profits taxes 


Other taxes 
Dividends paid 


1951 1950 


$502,027,000 $408,042,000 
4,404,000 


$412,446,000 
$ 74,035,000 
41,212,000 


32,823,000 
10,005,000 


26,569,000 


$106,708,000 
40,549,000 


66,159,000 
12,731,000 


26,569,000 


Per share of common stock — 


Net income 
Total taxes 


Property Account 


Current Assets 


Investments, Deferred Charges and Other Assets 


Current Liabilities 
Depreciation and Other Reserves 
Capital Stock and Surplus 


Annual Report 
will be sent upon request 


Stockholders at end of year 


Employees 


Earnings 
Sales and operating revenues in 1951 were the highest in the 
Company's history and approximately 23% above 1950, the 
previous high. Income for 1951, after all expenses but before 
Federal income and excess profits taxes, increased by 44%. 
Federal income and excess profits taxes increased over 100% 
and net income decreased slightly less than 2%. 


Construction 


Construction expenditures in 1951 aggregated $45,231,000, 
almost twice the amount for 1950, and are expected to be sub- 
stantially larger in 1952 if necessary materials are available. 


Major growth projects on which substantial expenditures 
were made in 1951 include new plants to produce synthetic 
phenol, synthetic benzol and a high grade wax, roofing ma- 
terials and nitric acid, as well as expansion of existing facilities 
for the manyfacture of chlorine and caustic soda, ammonia, 
sulfuric acid, soda ash and coke. 


Projects in early stages of construction include new plants 
for chlorine, caustic soda, aluminum sulfate, phthalic anhy- 
dride, ethylene oxide, ethylene glycol, and sulfuric acid. 


From the end of 1945 to December 1951 expenditures in 
connection with the Company’s construction program aggre- 
gated $226,000,000 and were financed without recourse to 
borrowing or issuance of additional capital stock. 


$4.58 
8.91 
3.00 


Dec. 31, 1951 


_. $470,958,000 
-. 220,734,000 
26,737,000 


92,871,000 
353,770,000 
271,788,000 


$432,504,000 
200,851,000 
25,868,000 
57,643,000 
343,771,000 
257,809,000 


23,800 
26,000 


Research 


Because of the vital role played by research in maintaining 
the Company's progress, continued efforts are being made to 
expand and strengthen the research arm of the business. 
Despite the current shortage of technical personnel, research 
staffs have been increased and a new Central Engineering unit 
has been established to aid in commercialization of new devel- 
opments. Research facilities have also been enlarged and 
improved, and a new building particularly designed for pilot 
plant work was completed during the year. 


Research was continued on sfnthetic fibers, plastics and 
intermediates, and several projects reached the pilot plant 
stage. Progress of research on other products and processes 
also made it possible to proceed with a number of commercial 
installations, the most important of which are mentioned 
under Construction. 


Investments and Securities 


Investment in U. S. Government securities increased 
$2,817,000 during 1951 to $52,621,000 at the end of the year. 
There were no material changes in other securities. Items 
carried in the Marketable Securities account, representing 
all items owned by the Company which are listed on the 
New York Stock Exchange, had a book value of $30,057,000 
on December 31, 1951. Market value on that date was 
$76,067,000. 


OPERATING DIVISIONS 


GENERAL CHEMICAL 
DIVISION 


BARRETT 
DIVISION 


gael) 


Acids, Alums, Sodium | Dyestuffs, 
Compounds, Insecticides, 
Laboratory and Reagent | Detergents, 


Chemicals. cals. 


Chemicals, Resins and Plas- 
ticizers, Coal-tar Products, 
Building and Road Mate- 
rials, Fertilizer Materials. 
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NATIONAL ANILINE 
Division 


: 3, 


Food Colors, 
Intermediates, Synthetic 
Pharmaceuti- 


SOLVAY PROocEss 
DIvIsION 


SEMET-SOLVAY 
DIVISION 


uve, 
Coke and By-Products, 


Coal, Gas Producing Ap- 
paratus, Wilputte Coke 
Ovens. 


Alkalies, Chlorine, Calcium 
Chloride, Nitrogen Prod- 
ucts, Methanol, Formal- 
dehyde. 








jo?" OUTSTANDING DEVELOPMENTS 
in the financial markets marked the 
past year. The first was the unpegging of 
the Government bond market by with- 
drawal of Federal Reserve support at 
par or above. In finding its own level, 
the sagging Government market carried 
the corporate list with it, this trend 
being accentuated by the second impor- 
tant factor, a gradual hardening of in- 
terest rates over the balance of the year. 
The third development was the increased 
demand for outside capital financing by 
corporations, pressed to meet expanding 
defense and larger current working cap- 
ital demands. Statistics cited below are 
from the Federal Reserve Bank of New 
York Monthly Review and the United 
States Department of Commerce Survey 
of Current Business. 


Bonds 


With the decision to withdraw Fed- 
eral Reserve support from the Govern- 
ment market early last March, investors 
saw with dismay their holdings quoted 
below par, with the result that some 
institutions, reluctant to take a_ loss, 
sold only enough bonds to meet exist- 
ing commitments and deferred future 
undertakings until the smoke cleared. 
Some pressure was reflected in the cor- 
porate markets, which declined in sym- 
pathy. The year also saw a steady climb 
in the New York prime hank rate from 
134% to 3% in December, with coin- 
cident bond lows in most cases in that 
month. 


There was greater fluctuation in bond 
prices generally than in any year since 
1947. Another trend was the widening 
of the spread between lower and higher 


Chart I 
Yields on Long-Term Bonds and Stocks, 
1946-51 
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*Fifteen years and over. 

Sources: U. S. Government bonds, Treasury De- 
partment; high-grade non-callable preferred 
stocks and municipal bonds, Standard & Poor’s 
Corporation; Aaa corporate bonds, Baa corporate 
bonds, and 200 common stocks, Moody’s In- 
vestors Service. 
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1951 CORPORATE FINANCING AND SECURITIES MARKETS 


grade issues to represent more realistic- 
ally the degree of risk, which had earlier 
been subordinated in part to the desire 
for income in an easy money market. 
With the rise in bond yields and the 
decline in stock yields, the narrowed 
differential placed the bond market in 
an improved relative investment posi- 
tion as against 1950. In short, the trans- 
ition from dependence upon Reserve 
credit to a flexible market representing 
the supply of and demand for invest- 
ment funds was the principal market 
feature of the year. 


Municipal Financing 


With new issues of nearly $3.2 billion. 
off from the record 1950 volume of 
about $3.8 billion, the municipal market 
continued active, with interest stimu- 
lated among potential new individual 
and institutional investors by the higher 
Federal tax rates. During the year, the 
new low cost housing bonds, issued 
under the Public Housing Administra- 
tion legislation, made their appearance 
and were well received to the tune of 
some $330 million. Bonus bond issues 
for veterans’ aid declined while borrow- 
ing for schools, institutions, public 
buildings, and municipal facilities in- 
creased. As demonstrated by the No- 
vember elections, voters have become 
increasingly more discriminating in ap- 
proving new projects requiring addi- 
tional fixed taxes, with a swing to reve- 
nue bonds in evidence. 


Stock Market 


Although the year saw a new high 
average for the market, volume declined 
about 15% from 1950 and more irregu- 
larity was in evidence. Customer bor- 
rowings from stock exchange firms to 
carry margined securities declined 
slightly. The second quarter unsettle- 
ment in the bond market was not re- 
flected in stocks which showed irregular 
advances, except in preferred stocks 
which declined in sympathy with rising 
bond yields. 

Toward the year-end, the market be- 
came more selective and there was evi- 
dence that investors were watching with 
some trepidation the impact upon cor- 
porate net earnings of the new and 
higher taxes which, in 1952, would 
affect the entire year instead of only 
nine months operations—as well as the 
ability of management to translate a 
relatively high operating rate into earn- 
ings without excessive erosion from ris- 
ing.material and wage costs. 








Chart IIT 
Corporate Security Issues for New Capital 
by Industry 
(Semiannual totals, 1948-51) 





Sources: Securities and Exchange Commission and 
Board of Governors, Federal Reserve System 


Corporate Financing 


Sharply higher Federal taxes took 
their toll of the net earnings of most 
corporations and, with the general main- 
tenance of existing dividend rates, re- 
tained corporate earnings fell from an 
estimated $13 billion in 1950 to about 
$8 billion. The percentage of current 
earnings disbursed rose to just over 
50% against a 40% average for 1947- 
1950 inclusive. Increasing demands for 
working capital to sustain high-priced 
inventory, larger payrolls, the acceler- 
ated 1952 tax payment schedule and the 
need for new and larger capital out- 
lays for facilities brought 
greater demands for external financing. 
The February issue of the Survey of 
Current Business sums up as follows: 


defense 


“A feature of this past year was the in- 
creased activity of corporations in the new 
issues market. Net proceeds of the sale 
of bonds and stocks were in excess of 
$5.5 billion, about $2 billion more than 
in 1950, and practically matching the 
previous postwar peak new issues reached 
in 1948. Under the generally buoyant con- 
ditions which prevailed in the stock mar- 
kets in 1951, corporations were able to 
float net new stock issues amounting to $2 
billion, or substantially in excess of total 
net flotations in any previous year in the 
past two decades. 

“Net funds receiyed from sale of bonds 
were up even more sharply in 1951, with 
the sum of $3.5 billion thus raised being 
about $1.5 billion higher than in 1950 and 
exceeded in volume only by $4.7 billion 
total issued in 1948. Manufacturing con- 
cerns in particular were much more active 
in 1951 in sales of new issues than in the 
preceding two years, with net funds re- 
ceived equaling or slightly exceeding the 
previous postwar high. The re-emergence 
of these concerns in the new issues market 
was in large part a reflection of the unusu- 
ally high fixed capital requirements of firms 
engaged in defense-expansion programs.” 
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G. SIDNEY HOUSTON 


Manager, Investment Research, First Bank Stock Corporation, St. Paul, Minnesota 


N THE AMERICAN FREE ENTERPRISE 
ied the greatest rewards gener- 
ally go to the individual who puts forth 
the most effective effort. Those who have 
developed and perfected such labor-sav- 
ing equipment as the sewing machine 
and the harvester have reaped important 
rewards for their efforts. The only way 
we have thus far found to raise our 
standard of living has been to increase 
the productivity of the individual work- 
er, and we have accomplished that very 
largely through the use of more efh- 
cient tools. As tools and machines have 
become more efficient and necessarily 
more complex, our factories have re- 
quired an ever-increasing investment in 
equipment per individual worker. 

In order to motivate the individual to 
perform his daily tasks, to save money, 
and to invest that money in further im- 
provement and expansion of our sys- 
tem, the incentives must promise to 
bring rewards commensurate with the 
effort required or the risks assumed. It 
logically follows that any tax imposed 
by any governmental body tends to 
lower the incentive. 

It is not surprising to witness efforts 
of various groups of citizens to pass 
their taxes on to other groups. Taxes 
on corporations as far as possible are 
passed on to the consumer in higher 
prices; higher taxes on labor result in 
demands for higher wages; higher real 
estate taxes result in higher rents. But 
there is little or no opportunity for the 
investor to transfer the taxes on his 
rewards to some other group or indi- 
vidual. As a consequence, taxes which 
tend to reduce the incentives to invest 
money are more damaging to the funda- 
mentals of our traditional system than 
almost any other form of taxation. 


Higher Income, Narrower Choice? 


Virtually every tax has a direct or 
indirect effect on the investor which 








Based on address before Annual Conference, 
sponsored by the National Tax Association. 
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he must weigh in deciding where or 
in what securities he will place his 
funds. Of course, his individual income 
tax status is his first concern. If he is 
in the low income group, he has a wide 
choice, his decision being largely de- 
pendent upon the risks he is willing and 
able to assume. If his savings account 
is greater than necessary for emergency 
requirements, he may buy government 
bonds or preferred and common stocks, 
his choice being determined more by 
his desire for security of his funds than 
by the tax that will be imposed on his 
income. 
As the 


individual income tax rate 








From GM Folks, March, 1952 





rises, it has a greater and greater effect 
on the investor’s decision as to what 
he will buy and also what he will sell. 
The individual subject to the highest 
bracket of income tax now retains only 
eight per cent of his marginal dollar. 
Consequently, he has very little interest 
in purchasing stocks yielding five or 
even ten per cent. If he is interested in 
increasing his income, he is much better 
off by placing his funds in state and 
local government bonds exempt from 
federal income tax. 


If our investors are fortunate enough 
to purchase securities which enhance in 
value, they may take their profits sub- 
ject to no more than a twenty-six per 





cent federal tax but more often than 
most investors are willing to admit, cap- 
ital losses exceed capital gains and fre- 
quently the investor will not cash in on 
his profit because he figures that any 
other venture in which he invests must 
be better than the one he now holds by 
the extent of the capital gains tax. 


The fact that the capital gains tax 
is lower in all instances than the tax on 
other forms of income and profits cre- 
ates an incentive which motivates large 
numbers of investors in the upper in- 
come tax brackets to hold and _ pur- 
chase common stocks. They are inter- 
ested in obtaining additional wealth 
subject to the lowest possible rate of 
tax. Professor Sumner Slichter of Har- 
vard, in discussing “Why Is Industry 
in the United States So Productive,” re- 
cently pointed out that in many parts 
of the world the rich are well satisfied 
with what they have and prefer to en- 
joy wealth rather than incur the cares 
and worries of increasing it, but “In 
America, on the other hand, most in- 
dustry is in the hands of people who 
are eager to increase their wealth and 
are willing to go to considerable trouble 
to make money.” 

Corporate Tax ‘Decentives’ 

An excess profits tax is one type of 
tax that is very difficult to pass on and 
under a system of price controls it is 
almost impossible. Furthermore, excess 
profits taxes do not fall evenly on all 
corporations for several reasons. In- 
formed investors watch the effect of 
these taxes on their securities just as 
closely as executives weigh their effect 
on corporate profits. 


Even Section 102 of the Internal 
Revenue Code has its effect on the in- 
centives of investors; those who are 
interested in large dividend payments 
seek companies which, fearing the pen- 
alties of this statute, pay out a large 
share of their earnings, while those in- 


177 









































terested in capital gains look for com- 
panies which, because of their need for 
additional capital in their business, are 
not afraid of being accused of improp- 
erly retaining earnings. 


Excise taxes are not without their 
influence on investors. The ever-increas- 
ing imposts on cigarettes may at some 
time cause smokers to “roll their own” 
and the high tax on alcoholic beverages 
tends to increase the consumption of 
illegally produced liquor. The new and 
increased excise taxes on many house- 
hold appliances and automobiles tend to 
narrow the market for those products. 


Finally there are state and local taxes 
that influence investors, such as income 
taxes, personal property, or money and 
credit taxes, all of which tend to reduce 
the rewards that would otherwise be 
received. 


Tailoring New Issues 
i 


With all of these road blocks in the 
path of investors, how has it been pos- 
sible to market billions of dollars’ worth 
of securities in the past few years? Re- 
member that statement of Professor 
Slichter that people with wealth are 
willing to go to considerable trouble to 
increase their wealth. As long as that 
incentive actuates investors, they will 
weigh the risks to be assumed against 


the taxf™to be paid and seek those se- 
curitie“fhich offer the best possible 
means of accomplishing their purpose. 
Consequently, new security issues must 
be tailored to attract those funds seek- 
ing investment and perhaps from a com- 
petitive standpoint be a little more at- 
tractive than those already on _ the 
market. 





There is another important reason 
why so large a volume of securities has 
found a ready market in recent years. 
The assets of insurance companies, sav- 
ings banks, saving and loan associations, 
trust funds and investment companies 
have grown markedly and these funds 
have been seeking outlets. In addition, 
since World War II, we have witnessed 
a tremendous growth in corporate pen- 
sion funds, usually in a trust company, 
which have created increased demand 
for investment securities of all kinds. 


The investor is in very much the same 
position as the purchaser of any com- 
modity in a competitive market; if he 
cannot have new securities issued to suit 
his special requirements, he must select 
from what is available. But whereas the 
taxes on the operation of his automobile 
are generally small in relation to total 
running expenses, the taxes on his se- 
curities may loom very large in relation 
to possible income or profits, and he 
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will purchase those that will net the 
greatest income or gain after taxes, 


Those Who Can Still Venture 


But these may not constitute the best 
investment from the standpoint of the 
American free enterprise system. We 
owe a great deal of our nation’s de- 
velopment to our willingness to venture 
our dollars on innovations, many of 
which proved worthless. but we were 
constantly stimulated to continue by the 
example of those that were successful. 
The time has come, however, when our 
tax laws have made it unattractive for 
the individual to venture. The venturing 
is now carried on very largely by our 
well established and bigger corpora- 
tions. In fact, present tax laws, particu- 
larly an 82 per cent excess profits tax. 
make venturing attractive for corpora- 
lions. They are risking only 18 cents 
dollars. But if the individual risks more 
than a few thousand dollars in a new 
venture and loses, those losses have to 
come out of taxed dollars, unless he is 
fortunate enough to have offsetting capi- 
tal gains. This situation tends to make 
our more enterprising corporations 
grow larger and larger, and. while | am 
not concerned over mere size in a corpo- 
ration, if we are to have fewer and fewer 
large corporations conducting the busi- 
ness of this country. we may develop 
a very unhealthy situation, both from 
the standpoint of competition in the 
market place and from the ease with 
which the 


the entire economy. In the present in- 


government could socialize 
stance, the loud cries for relief from 


governmental domination come from 
the small and growing corporations; the 
large corporation can do little more than 


go along with the regulations. 


This country has witnessed numerous 
moves on the part of the Department of 
Justice and other branches of the federal 
government against bigness in business. 
There is no occasion for the agencies 
of the federal government to go search- 
ing the main streets of America or in- 
vestigating and castigating “big  busi- 
ness” to find why we are witnessing a 
tremendous growth in the larger units 
of enterprise. All they need to do is to 
investigate the effect of present tax laws 
on our business structure. 


Taxes vs. Free Enterprise 


It may be well for Congress to con- 
sider a few changes in tax laws that 
will not only benefit the investor but 
also aid in continuing our free enter- 
prise system. First, means should be 
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found of making dividend income more 
attractive to investors in the high-in- 
come brackets. With ever-increasing in- 
dividual tax rates, the point at which 
o'her forms of investmeni become more 
attractive is constantly reaching lower 
levels of income. Second, the capital 
gains tax should be lowered and not 
raised. Third, loses sustained by in- 
vestors should be more fully deductible 
against other income, even though de- 
ductions are spread over a period of 
years. An investor should not be com- 
pelled to sell out his successful ventures 
in order to counteract the losses he sus- 
tains on unsuccessful ones. Fourth, cor- 
porate tax laws should be revised to en- 
courage rather than retard growth in 
smaller corporations, and the excess 
profits tax should be repealed at the 
earliest possible time. 


While pressure groups have well ov- 
ganized lobbies and are very vocal when 
tax laws are being considered. the in- 
vestor has very little voice in the fram- 
ing of laws that are of vital importance 
to him and to the economy. As a con- 
sequence, he must find his way through 
the mystic maze of various governmen- 
tal imposts on his income and profits, 
guided by the incentive of obtaining the 
greatest possible gain. Unless the tax 
framing authorities soon awaken to the 
problems of the investor. it is well with- 
in the scope of possibility that we may 
he faced with a situation where the own- 
ers of wealth are not interested in mak- 
ing more money. When that day comes. 
the vigorous development of American 
free enterprise and further increases in 
our standard of living will be severely 
jeopardized. Such success as we have 
achieved in maintaining our traditional 
system in the past few years has been 
in spile of our tax laws and not because 
of them. 


DOW-JONES AVERAGES 








Mar.1, Feb. 1, Mar. 1, 

1952 1952 1951 

30 Industrials 260.27 271.68 203.62 
20 Railroads 84.94 86.06 55.73 
15 Utilities 48.56 49.00 42.81 
65 Stocks 97.20 99.94 73.93 





MUNICIPAL BOND AVERAGES 
(courtesy of Daily Bond Buyer) 
Mar.1, Jan.31, Mar. 1, 
1952 1952 1951 
20 Bond Index 2.09% 2.08% 1.63% 
11 First Grade 1.89% 1.89% 1.48% 
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SPECIAL OFFERINGS ON NEW YORK STOCK EXCHANGE 
January-February, 1952 


Where a survey of the auction market’s ability to absorb 
a sizable block of stock, reveals a limited .demand, a special 
offering, after the market close, under rules devised to cover 
such procedures, is permitted. The seller pays both the reg- 
ular and a special commission to brokers who can find buyers. 


The buyer pays no commission. 


Stock 


Shares 


Jan. 23 3,000 Wm. Wrigley 

Jan. 31 16,000 Safeway Stores 

Feb. 13 10,000 Minn. Mining & Mfg. 
Feb. 14 48,693 Inter. Tel. & Tel. 
Feb. 18 23,850 Western Air Lines 
Feb. 26 6,900 Royal Typewriter 


Price Comm. 


441% 


14% 45 


Spec. 
Offered by 


$1.25 Smith, Barney & Co. 
30% .60 Dean Witter & Co. 
1.00 


Goldman Sachs & Co. 
& 


Piper, Jaffray & Hopwood 
45 Bache & Co. 
Walston, Hoffman & Goodwin 
White, Weld & Co. 


eee LLL LLL 


1951 CASH DIVIDENDS SET 
RECORD 

Total 1951 cash dividends of $8 bil- 
lion topped the 1950 previous highs by 
2‘,, according to a survey of the Com- 
merce Department. Only publicly re- 
ported dividends are included, usually 
about two-thirds of all dividends paid. 
Because of a decline in special year-end 
the December 


declarations, payments 


dropped sharply below those of 1950. 


U. S. SAVINGS BONDS 
SALES AND REDEMPTIONS 


February, 1951 


SALES REDEMPTIONS 

(in millions of dollars) 
SERIES E 288 239 
95* 
SERIES F 10 14 
SERIES G 42 56 
TOTAL $340 $404 


*Matured. Only 23% of matured Series E 
Bonds have thus far been redeemed. 
































An Important Announcement to 


HOLDERS of MUNICIPAL BONDS 


It pays to use vigilance even on securities as generally sound 
as Municipal and Revenue Authority issues. Ira Haupt’s 
unique “Watching Service” on Municipals carries out this 
task for you — and at no cost to you in time or money. 





The “Watching Service” was specifically developed for banks 
and their trust departments. Several hundred are now using it. 
Its main purpose is to supply you with prompt reports and 
significant changes that may alter the status of any of your 


municipal holdings. 


Reports are brief, and cover only those issues which you. hold. 
‘The Service will keep you informed of possible changes in ratings 
and keep you abreast of news affecting municipal credit. 


If in'erested, 

write for our 
“Municipal Watching 
Service Folder” M-5 - 
no obligation. 


111 BROADWAY 


IRA HAUPT & CO. 


Members New York Stock Exchange 
Members New York Curb Exchange 
and all principal exchanges 


NEW YORK 6, N. Y. 
W Orth 4-6000 
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Notes on Reports, Analyses or Studies of significant 
current developments in industry and finance, as 
selected by our Contributing Investment Editors 


TV Out of Red 


The first year of profitable operation 
of the television broadcasting industry. 
1951, saw total revenues of $239.5 mil- 
lion from the 108 stations presently on 
the air. This figure was more than 
double the previous year and a seven- 
fold increase from 1949. Earnings be- 
fore Federal income taxes were $43.6 
million. compared with loss of $9 mil- 
lion for 1950. The F.C.C. reports that 
93 of the 106 stations giving detailed 
data recorded profit this year, and five 
of them had income of over $1.5 million 
each. Also, for the first time. broadcast- 
ing network companies had a greater 
proportion of total revenues and income 
from TV operations ($12.4 million) 
than from radio ($10.4 million). 


Within the next two months, it is re- 
ported in the industry, the Commission 
is expected to authorize 1,358 additional 
TV channels in 1,140 cities, and pro- 
gress in transmitter construction is re- 
ducing the cost and increasing the 
power of high-frequency stations, with 
a 100 KW effective radiated power unit 
now on the market at $70.000. 


Price-Earnings Ratios 


The stock market closed the year 
about 10 per cent higher than at the 
beginning despite a corporate profit de- 
cline of about 20 per cent. Price-earn- 
ings ratios, therefore, are decidedly 
higher than a year ago although still 
modest by prewar standards. It does not 
seem likely that the 1952 market can re- 
peat unless there should be a revival 
of inflationary fears on a broad scale. 
Market values are still supported by 
generous yields from reasonably well- 
protected dividends, and downward 
price adjustments should be limited by 
the absence of excesses during the up- 
swing. 

The bond market has shown rather 
noticeable improvement since January 
first. It seems doubtful that improve- 
ment will continue from this point, and 
it is quite likely that there will be some 
decline in bond prices as the expected 
large volume of new issues materializes. 
The Treasury is going to need consider- 
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able new money in the second half of 
this year, and present thinking is that 
it would be desirable to raise it from 
the public instead of relying upon the 
commercial banking system. The terms 
of savings bonds may be altered to 
make them more attractive, and it is 
possible that there will be a long-term 
bond issue at higher than the 214 per 
cent rate to which the market has be- 
come accustomed. 


$5 Billion Atom Industry 


With plant and faciliites presently 
exceeding $2.5 billion. the investment 
in atomic energy production is already 
larger than that in any@private corpo- 
ration, and a doubling"og capacity by 
1953. approved last @cl%ber, is 
under way. According 
Atomic Energy 







Commi 
pansion covers only fac 
duction of fissionable f#aterial. The 
nearly two billion being (ent this year 
will require huge amounts of construc- 
tion materials—and ‘.ighly trained 
technicians to put their output to prac- 
tical use. 


on, this ex- 
ies for pro- 


Private industry already has over one 
hundred thousand people working on 
fissionable material, equipment and ap- 
plications. Usage will be limited to gov- 
ernment controlled purposes so long as 
there is military need and secrecy, but 
proof has recently been given that 
atomic power is mechanically workable, 
and “breeding” is soon expected to pro- 
vide purified natural uranium at a cost 
of around $45 (near present lb. price) 
for the equivalent of heat from 1500 
tons of coal. 


announcement 


Difficulty is tremendous cost of equip- 
ment to convey heat from reactor to 
steam generator, estimated by Power 
Magazine at much more than the $230 
per kilowatt extra investment that pres- 
ently appears necessary. 


New Food Canning Process 


The Martin process for food protec- 
tion and packaging has indicated its 
commercial adaptability to a large va- 
riety of products from soup to bananas 
and fresh milk, and has been cited by 
technologists in the industry as almost 
revolutionary. The process idea origi- 
nated about twenty years ago and has 
been through extensive experiment for 
over forty products, including fruit and 
vegetables and their juices, milk and 
milk products, soups and baby foods 
and desserts. 

Successful pack and shipping of 
fresh milk indicates a potentially major 
change in milk distribution, and mar- 
kets for hitherto perishable or flavor- 
losing foods can be widely extended 
with this process, which differs from 
conventional methods in quick steriliza- 
tion and in economies of fuel, water 
and labor, due to continuous nature of 
process. From among over fifty thou- 
sand sample packings, flavor of many 
products was found to be improved 
over conventional processes. The coming 
months should see definitive proof as to 
volume economy and application in a 
long list of foods, feasibility of glass 
and metal containers, and effects on 
frozen food processes as well as market- 
ing procedures. The Food Engineering 
Award for 1951 was given Anderson’s 
Foods of California for “the broad sig- 
nificance” its application and the pro- 
cess’s “originality in application of 
basic principles . . . free from probable 
operating delays and mechanical diffi- 
culties . . . with high standards of sani- 
tation, purity, appearance and quality.” 
The development will be a product-by- 
product one, however, rather than ap- 
plying rapidly to a sizeable part of the 
food pack. 


A series of articles by leading trade editors presenting authoritative 
facts on the economic and competitive position, technological develop- 
ments and the outlook for key industries will start in the May issue of 
this magazine. These studies, under the heading of “Trade Winds,” will 
cover the major fields in which the professional investors primarily 


place funds. 


The first article will be on Transportation by James Lyne, editor 
of Railway Age, in collaboration with William Schmidt. 
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The First Annual West Coast Mutual 
Fund Conference, sponsored by /nvest- 
ment Dealers Digest, was held February 
18-20 in San Francisco to bring to dis- 
tributors in that area sales and promo- 
tion ideas similar to those presented to 
the industry in previous conferences in 
New York and Chicago. Summaries of 
addresses by some of the leading in- 
dustry authorities follow. 


“The best investment experience that 
the fully informed judgment of seasoned 
can give to mutual fund share- 
holders” is the answer to the question 
“What Does The Investor Really Get” 
propounded by Harold Aul of Calvin 
Bullock. When the customer becomes 
a holder of mutual funds, he is buying 
the services of investment counsel and 
management which would otherwise be 
available only to the large investor, and 
the worth of these must justify the sales 
charge. Mr. Aul explained the organiza- 
tion and division of responsibility in a 
typical investment management 
pany, which stressed the 
selection of 


men 


com- 
care used in 
investments and the con- 
stant examination of all factors bearing 
upon their worth. 


The intelligent use of numerical ex- 
amples demonstrating the income the 
customer can derive from his savings 
will be more productive of sales of mu- 
tual funds than simple admonitions to 
thrift, said Eugene J. Habas of Hugh 
W. Long & Co. He cited the use of 
actuarial tables to indicate the values 
that could be built up over the cus- 
tomer’s expected life span and suggested 
that the little-known facts of Social Se- 
curity retirement payments be incorpo- 
rated into plans for the investment pro- 
gram. Experience will develop the 
ability, said Mr. Habas, to fit the pres- 
entation to, the needs of the prospect, 
with the science of numbers working for 
both the customer and the salesman. 


Mutual fund shares have a_ place 
under proper circumstances in the fidu- 
ciary trust account, but meet a 
warned Alec Brock 
of Vance, Sanders & Co. 
Tracing the development of the tradi- 
tional trustee concept and its investment 
approach, Mr. Stevenson, a former trust 
official, outlined five sound reasons for 
the incorporation of mutual fund shares 
in trust portfolios, always keeping in 
mind the problems and restrictions of 
this specialized field. 


must 
need in each case, 
Stevenson 


These reasons are: (1) ,economy in 
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MUTUAL FUND CONFERENCE 


purchase and sale through the quantity 
discount allowed to a pooled fiduciary 
order, comparing favorably with brok- 
erage charges for odd lots of listed se- 
curities purchased to achieve diversi- 
fication; (2) convenience and economy 
in trust administration which reduces 
coupon collection, dividend posting and 
investment review overhead; (3) easy 
marketability at an ascertainable price; 
(4) diversification unobtainable else- 
where for the small account if a com- 
mon trust fund is not available; (5) 
research and supervisory facilities not 
obtainable except by large investors. 
Mr. Stevenson was frank in empha- 
sizing that sales volume could not be 
built by attempting to supply competi- 
tive, rather than complementary, ser- 
vice to the trustee who may often find 
in these shares the answer to special 
investment problems, particularly where 
the institution does not 
own common trust fund. 


maintain its 


The enormous potential market for 
profit-sharing and retirement trusts war- 
rants their study by mutual 
share sales executives as another major 
outlet, declared Herbert R. Anderson, 
president of Distributors Group, Inc. 
He brought out by means of a sample 
sales presentation to a corporation fi- 
nancial executive the advantages of a 
simple formula based upon a percentage 
of profits which would benefit both the 
corporation and the individuals taxwise 
over the years. Remarking that there 
was an element of time-consuming 
effort in selling these plans, Mr. Ander- 
son warned against specializing exclu- 
sively in this field and also suggested 
that medium to smaller sized corpora- 
tions were better prospects than large 
units with well-established banking con- 
nections. 


serious 


A AA 


Investment Companies Split 


Investment companies won and lost in 
January at the hands of Pennsylvania’s 
Governor Fine. The Governor approved 
Senate Bill 319 as Act 573 on January 
17th, to provide that the personal prop- 
erty tax on shares of out-of-state in- 
corporated investment companies (as well 
as common law trusts) shall be computed 
on an allocation percentage of the value 
of the shares, rather than full value. 


On the other hand, the Governor on 
January 21st vetoed Senate Bill 636 
which would have specifically included 
investment shares as legal for trust 
funds. 
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Available at 
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Southern California 
Edison Company 


DIVIDENDS 


ORIGINAL PREFERRED STOCK 
DIVIDEND NO. 171 


CUMULATIVE PREFERRED STOCK 
4.32% SERIES 
DIVIDEND NO. 20 


The Board of Directors has 
authorized the payment of the 
following quarterly dividends: 


50 cents per share on Orig- 
inal Preferred Stock; 


27 cents per share on Cumu- 
lative Preferred Stock, 4.32% 
Series. . 

The above dividends are 
payable March 31, 1952, to 
stockholders of record March 
5, 1952. Checks will be mailed 
from the Combany's office in 


Los Angeles, March 31, 1952. 
P.C. HALE, Treasurer 
February 15, 1952 
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Dividend... Bank 


of America NT&SA 


Corporate Net Profits Down 
in 1951 


Annual reports covering the past 
year’s operations of 2,195 corporations, 
as compiled by the National City Bank 
of New York for its March Monthly 
Bank Letter, demonstrate the diverse 
effects of the complex interplay of eco- 
nomic forces upon various industries, 
as presented in the accompanying table. 
With results ranging from substantial 
pluses to equally disturbing minuses. 
the year was notable for new high sales 
totals, higher operating and materials 
costs, and sharply increased Federal tax 
rates, effective for nine months, which 
on balance caused a moderate decline 
in net earnings to $8.1 billion or 5% 
below 1950. The rate of return upon 
net worth declined to 10.3‘; from 
11.9% 


Analysis of the 1,020 manufacturing 
industry companies showed a less-than- 
expected overall decline of 7% in net 
income, due to extraordinarily good off- 
setting performances on the plus side 
from the petroleum, sugar, rubber, 
paper, hardware and tools, machinery 
and miscellaneous manufacturing indus- 
tries. Steels, with a new production rec- 


For the convenience of stockholders who wish to have dividend 
funds available before their quarterly Federal Income Tax pay- 


ments are due, the Board of 


irectors adopted a new schedule of 


dividend payments. The first quarterly 3.40 instalment of the cur- 


rent semi-annual 


period will be paid according to the old schedule 


ord and 22% sales increase, were off 
13% in net income after taxes. Groups 
which held their own or showed a gain 
were mining and quarrying, the public 
utilities, and air and bus transportation. 
Rising operating costs, declining sales 
volume and, in some cases, inventory 
markdowns helped to place food pro- 
beverages. tobacco, textiles. 
clothing, and shoes in the minus column. 


cessors, 


The Federal income tax alone, apart 
from other Federal. state and local taxes. 
averaged seven cents of each sales dol- 
lar, against 5.6 cents in 1950. Income 
117 manufacturers 
showed a 16‘% rise in earnings before 
taxes, wiped out by the 1951 $3.5 billion 
tax bill as compared with $2.3 billion in 
the preceding year. The following table 
is reproduced from the Monthly Bank 
Letter. 


reports of large 


Net Income of Leading 
Corporations - 1950-1951 


(Preliminary Summary) 


(In Thousands of Dollars) 


Ne. of Indastrial Reported NetIncome Per 
Ces. Groups After Taxes Cent 

1950 1951 Change 
17 Baking 3 64,854 $ 44,311 —19 
18 Meat packing 52,177 46,261 —l1 
17 Sugar — 38,136 49,459 +30 
62 Other food products 189,260 159,615 —16 
37 ~Beverages 163,474 136,162 —17 
16 Tobacco products 135,873 107,713 —21 
30 Cotton goods 68,951 63,350 — 8 
52 Other textile products 162,822 124,476 —24 
22 Clothing and apparel 18,019 12,832 —29 
23 Shoes, leather products 30,688 26,388 —17 
19 Tires, rubber products 157,164 177,848 +13 
23 Lumber and wood prod. 42,522 39,986 — 6 
46 Paper and allied prod. 176,486 201,906 +14 
43 Chemical products 690,797 581,246 —16 
24 Drugs, soaps, cosmetics 146,847 139,707 — 65 
12 Paint and varnish 32,246 28,754 —ll 
44 Petroleum prod. & ref. 608,884 717,454 +18 
14 Cement ~ 33,175 28,559 —14 
7 Glass products . 103,918 74,461 —28 
22 Other stone, clay prod. 99,103 86,730 —12 
35 Iron and steel 741,128 647,094 —138 
9 Agricultural implements 170,356 138,606 —19 
41 Bidg., heat., plumb. eq, 72,413 61,882 —15 
35 Elec. equip., radio & tv. 208,856 178,153 —15 
7 Hardware and tools 27,664 33,108 +20 
18 Househoid appliances 40,417 23,760 --41 
92 Machinery 94,434 114,716 +21 
15 Office equipment 71,997 68,612 — 5 
75 Other metal products 421,022 426,779 +1 
11 Autos and trucks 163,876 100,432 --39 
39 Automobile parts 119,473 100,122 —16 
19 Aircraft and parts 40,384 41,917 +4 








BANKING THAT 


on March 31, 1952, to stockholders of record as of February 29, 
1952. The second quarterly instalment, however, will be paid on 
May 31, 1952, to stockholders of record on May 15, 1952. In the 
past this quarterly payment has been made on June 30. 


Q. Who owns the Bank of America? 


A. More than 200,000 shareholders! 


Ownership of the Bank of America N.T.&S.A.— which was founded 
in 1904 with $150,000 and now has total resources over seven and 
one-half billion dollars—is held by more than 194 thousand men 
and women and 6,185 institutions. Bank of America stock is an 
important asset of many institutions, including labor, fraternal 
and fiduciary organizations, foundations, investment trusts, insur- 
ance companies and savings banks. 


Bank of America N.T.GS.A. is a member of the Federal Deposit Insurance Corporation 





IS BUILDING CALIFORNIA 











56 Misc. manufacturing 53,006 70,828 +384 
1,020 Total manufacturing 5,230,420 4,862,124 —7 
15 Coal mining* 33,036 36,935 +12 
12 Metal mining* 22,666 38,783 +71 
6 Other mining, quarry*® 37,839 36,406 —4 
33 Total mining, quarrying 93,540 112,124 +20 
15 Chain stores—food 64,057 60,300 —21 
32 Chain stores—variety 102,749 91,447 —il 
356 Department & specialty 101,129 86,3381 —16 
36 Wholesale & misc. 54,890 67,900 +24 
118 Total trade 322,825 296,077 —o? 
129 Class 1 railroads 783,672 693,000 —12 
14 Traction and bus 1,649 3,131 +90 
13. Air transport 21,846 31,846 +43 
28 Mise. transportation 16,267 16,174 —1 
184 Total transportation 822,333 742,651 + —10 
145 Elec. power, gas, etc. 682,165 687,132 +1 
30 Telephone & telegraph 381,867 395,286 + 4 
175 Total public utilities 1,064,032 1,082,417 +2 
13° Amusements 24,417 24,670 +1 
22 Restaurant and hotel 3,565 2,695 —24 
19 Other business services $2,722 32,467 —1 
10 Construction 7,956 7,123 —10 
64 Totalamus., services, etc. 68,660 66,955 —2 
299 Commercial bankst 499,960 509,286 +2 
22 Fire & casualty insur.t 66,076 63,294 — 5 
160 Investment companiest 232,752 230,719 —1 
50 Sales finance companies 96,553 95,891 —1 
70 Real estate companies 17,633 15,054 —16 
601 Totel finance —... 902,964 = 904,244 + 
"2.195 Grand total _°. $8,504,774 $8,055,592 — 5 





° Net income is before depletion charges in some 
cases. ¢ Figures represent in most cases operating earnings 
only, excluding gains or losses on investments. 
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Builders’ Hardware 


554th Dinttene 


since 1899 


dividend No. 254 


of fifty cents (50¢) per 
share was declared by 
the Board of Directors 
out of past earnings, 
payable on April |, 1952, 
to stockholders of record 
\| |, at the close of business 
J March 17, 1952. 


Executive Vice-President and Secretary 


ALE & TOWNE MFG. CO. 


UNITED FRUIT COMPANY 


DIVIDEND NO. 211 

A dividend of seventy-five cents 
per share and an extra dividend 
of fifty cents per share on the 
capital stock of this Company 
have been declared payable 
April 15, 1952 to stockholders of 
record March 6, 1952. 


EMERY N. LEONARD 
Secretary and Treasurer 


Boston, Mass., February 18, 1952 


p) CHEMICALS) 


[rexrizes | 


PLASTICS ¢ 


‘CELANESE 


180 Madison Avenue, New York 16, N.Y. 


HE Board of Directors has this day 
declared the following dividends: 


4%% PREFERRED STOCK, SERIES A 


The regular quarterly dividend for 
the current quarter of $1.12% per 
share, payable April 1, 1952, to hold 
ers of record at the close of business 


March 7, 1952. 


7% SECOND PREFERRED STOCK 
The regular quarterly dividend for 
the current quarter of $1.75 per share, 
payable April 1, 1952, to holders 
of record at the close of business 
March 7, 1952. 


COMMON STOCK 


75 cents per share, payable March 
22, 1952, to holders of record at the 
close of business March 7, 1952. 


R. O. GILBERT 


Secretary 


CORPORATION OF AMERICA 
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Factors Affecting Dividends 


Careful examination of the source 
and application of corporate funds is 
a basic step in management’s study of 
the many factors which determine cor- 
porate dividend policy, said Jeremy C. 
Jenks, president of the New York So- 
ciety of Security Analysts, speaking re- 
cently in the third of a series of lectures 
on basic investment principles before 
the Federation of Women Shareholders 
in American Business, Inc. Mr. Jenks 
is associated with the New York Stock 
Exchange firm of Cyrus J. Lawrence 
& Sons. 

After citing the various financial fac- 
tors which receive management atten- 
tion, such as depreciation, depletion, 
emergency amortization, and the need 
for new capital (whether from reten- 
tion of earnings or sale of securities) 
for expanding business volume, and 
after noting the increasing need for li- 
quidity to meet the newly adopted sched- 
ule of accelerated Federal tax payments, 
Mr. Jenks observed that the dividend 
policy of a corporation must always be 
related to its basic business needs for 
capital. 

Corporations with high earning pow- 
er are entitled to pay moderate divi- 
dends while those with lower earning 
potential should pay high dividends. 
Mr. Jenks explained this apparant para- 
dox on the ground that the earning 
power of the reinvested funds does not 
warrant, in the latter case, the sacrifice 
of current return if the rate of growth 
is slow. From the viewpoint of the 
stockholders’ interests, the corporation 
is less concerned as to whether its policy 
is liberal or conservative, because the 
investor will usually select investments 
with his own requirements in mind. The 
important point for any particular com- 
pany is to maintain a fairly consistent 
dividend policy within the requirements 
of business needs. 

Mr. ‘Jenks concluded that investors 
should not overemphasize current yield 
in seeking investments but that good 
manageiment, position in its industry, 
a growing demand for its product or 
service. a high rate of capital return and 
good earnings prospects indicate a sit- 
uation where dividends would take care 
of themselves. 


A A A 


RIDDLE LEFT $2,700,000 


Samuel D. Riddle, owner of Man 0’ 
War, left an estate of $2,700,000, in- 
cluding $576,713 in stocks and bonds, 
according to an appraisal filed this 
month. 


WELLINGTON 
<@> FUND 


89th Consecutive 





Quarterly Dividend 


20c a@ share from current and ac- 
cumulated investment income, and 
Se a share representing the approx- 
imate balance of undistributed 1951 
securities profits. Payable March 31, 
to stock of record March 13, 1952. 


WALTER L. MORGAN, President 
Philadelphia 2, Pa. 


ALLIED 
CHEMICAL 


& DYE CORPORATION 


Quarterly dividend No. 124 
of Sixty Cents ($.60) per share 


has been declared on the:Com- 


mon Stock of the Company, 
payable March 14, 1952 to 
stockholders of record at the 
close of business March 3, 1952. 

W. C. KING, Secretary 
February 26, 1952. 





<) 
Go ~ 


Mining and Manufacturing 
Phosphate @ Potash e@ Fertilizer @ Chemicels 


* 


Dividends were declared by the 
Board of Directors on 
Feb. 28, 1952. as follows: 


4% Cumulative Preferred Stock 
40th Consecutive Regular 
Quarterly Dividend of One Dollar 
($1.00) per share. 


$5.00 Par Value Common Stock 
Regular Quarterly Dividend ef 
Forty Cents (40¢) per share. 


Both dividends are payable March 28, 
1952, to stockholders of record at the 
close of business March 14, 1952. 


Checks will be mailed. 


Robert P. Resch 
Vice President and Treasurer 


* 


INTERNATIONAL MINERALS 
& CHEMICAL CORPORATION 


Generat Offices: 20 North Wacker Drive, Chicago 6 
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| Indices are based on fund operation during the period covered and are 
not a representation of future results. They should be considered in the 
light of the individual companies’ investment policies and objectives 
and the characteristics and qualities of the investments of these companies. 

















HENRY ANSBACHER LONG INDEX of MUTUAL FUNDS 


No responsibility is assumed, in so far as compliance with the Statement 
of Policy is concerned, for the employment in whole or in part of this 
index by issuers, underwriters or dealers. Principal indices for February 
28, 1951, appear in the March 1951 issue and current income returns 
based on February 29, 1952 offering prices are available on request. 
These will soon be added to a revised short form index. 











Reference should be made to the introduc- 1 6 ; 7 
tory article in July 1949 issue, outlining pur- 12/31/35 12/30/39 to 
poscs of publication and considerations in 2/29/52 
selecting stock and cost-of-living averages, ae Principal 
periods and in interpreation of data. Principal oe High 
BALANCED FUNDS 
American Business Shares a — 65.9 170.1 
Axe-Houghton Fund “A” —_ —_ 71.4 207.5 
Axe-Houghton ‘Fund “B” — 83.1 219.5 
Boston Fund 103.1 60.2 {167.0 
Commonwealth Investment 106.3 73.5 213.7 
Eaton & Howard Balanced 114.5 73.6 180.8 
Fully Administered Fund (Group Securities) — | 69.4 156.6 
General Investors Trust 110.0 65.2 134.7 
Investors Mutual — 73.5 158.3 
Johnston Mutual Fund —- — 181.9 
Nation-wide Securities** 102.6 59.6 135.8 
Dreyfus Fund***** — _ 158.9 
George Putnam Fund _ by — 69.2 147.0 
Mutuel-FPund of Besten**** 3. — 161.9 
Scudder Stevens & Clark ___. 97.4 80.9 155.7 
Wellington Fund _...- eee 105.2 75.0 163.4 
gE ee kD — — 192.9 
Wisconsin Investment*** _ === — 65.1 223.9 
AVERAGE: BALANCED FUNDS _.. 105.6 70.8 170.9 
STOCK FUNDS | 
Affiliated Fund *** __ rn ae ae — | 50.2 224.9 
Broad Street Investing Corp. 109.9 | 60.1 206.2 
Bullock Fund ... 2a Se A 1 109.8 | 61.0 190.9 
Delaware Fund —_. WE aa il ee ee — | 76.1 172.8 
Diversified Invest. Fd. ( Diversified Fd. Inc.) *** — ‘i 150.3 
Dividend Shares __. 109.0 62.1 167.3 
Eaton & Howard Stock - 107.1 62.7 211.2 
Fidelity Fund —...___ — — 217.6 
First Mutual] Trust Fund — 59.2 127.2 
Fundamental Investors - ae 105.2 64.8 243.4 
Incorporated Investors : 103.6 63.9 238.5 
Institutional Shares (Stock & Bond Group) - — — 174.4 
Investment Co. of America ae — 69.0 192.2 
Investors Management Fund 107.7 67.7 216.5 
Knickerbocker Fund — 59.8 126.2 
Loomis-Sayles Mutual Fund 72.4 74.2 193.2 
Loomis-Sayles Second Fund 88.3 71.3 196.4 
Massachusetts Investors Fund 110.7 59.7 184.2 
Massachusetts Investors 2nd Fund 114.2 57 4 205.9 
Mutual Investment Fund 129.7 56.1 163.5 
National Investors — 60.7 241.9 
National Securities — Income*** a 66.0 135.1 
New England Fund 117.4 61.4 159.6 
Selected American Shares 123.8 60.9 173.4 
Sovereign Investors - — 62.5 135.0 
State Street Investment Corp. 92.8 60.7 225.8 
Wall Street Investing Corp. — — $209.4 
AVERAGE: STOCK FUNDS 106.8 63.4 190.5 
90 STOCK INDEX (Standard & Poor’s) 106.7 59.3 195.8 
CONSUMERS PRICE INDEX (B.L.S.) _ 99.6 n189.1 





























COL. 6, 7, and 16 arrived at as follows: To the bid prices at the respective 
dates indicated are added all capital distributions to such date and the re- 
sultant sum is divided by the 1939 base offering price. 


COL. 19 represents the current month-end bid (col. 16 less all capital distri- 
butions) divided by the 1939 base offering price. 


INCOME PERCENTAGE includes only those dividends paid by the com- 
panies out of income earned from dividends and interest on their portfolio 
securities (excluding all capital distributions). 






@ Principal index begins after 1939 base date. 
tEx-dividend current month. 

tHigh reached current month. 
**Became balanced fund in 1945. 
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COL. 17 represents fi 


COMPANIES ORGANIZED AFTER 1939 are 


on the date they commence business equal to 








Base index number of 100 is the offering price on Dec. 30, 1939. 

















16 17 18 19 20 
2/29/52 |Last 12 mo. Div. %| Prin. Less | 5-Yr. Avg. ' 
Cum. Cap. Investment | 
ag Invest. Cap. | Distr. (Bid) I 
Principal | “Ine. Distr. | 2/29/52 mecome % =| 
148.4 3.57 5.07 108.5 4.07 
+200.4 2.90 6.44 $160.2 4.06 
212.9 4.08 2.29 169.9 3.81 
$162.5 3.26 5.18 $131.1 | 3.90 
209.1 3.90 2.44 177.3 | 3.82 
177.2 3.79 2.28 | 161.7 3.93 
$140.5 3.67 1.38 | $116.5 3.87 
127.6 4.85 2.91 | 104.8 4.98 
156.0 4.22 2.09 | 180.7 | 4.12 e 
175.6 4.23 2.44 166.4 ote itl 
134.2 | 3.82 t1.74 110.3 4.16 
4151.5 | 3.91 4.77 $142.5 —e 
142.2 | 3.78 2.52 122.3 | 3.98 
159.3 4.01 6.40 141.3 3.82 e 
153.0 3.22 3.05 133.1 3.67 
160.4 3.68 2.30 127.2 3.67 
187.6 3.83 4.79 172.4 aa 
220.4 3.56 3.79 160.9 2.97 
164.6 3.81 3.41 | 135.4 3.99 
194.6 | 4.62 8.46 121.4 : 
198.7 4.73 3.14 | 164.8 i 
+181.8 4.81 4.44 | $149.8 | , 
163.9 4.06 4.33 | 91.1 6 
$139.7 5.45 3.38 | +128.3 f 
161.6 4.65 2.56 134.6 F 
204.3 3.69 2.51 | 175.2 
209.6 | 4.62 2.16 182.7 
93.8 | 2.75 mt 72.6 3. 
233.8 4.48 2.50 | 200.6 
230.2 4.08 3.04 185.4 1! 
169.0 3.29 5.51 | 134.6 : 
186.6 3.68 4.14 134.6 
207.9 4.50 4.88 | 1638.0 
121.5 2.39 5.72 | 81.2 
189.9 2.94 5.35 | 1381.8 
192.2 3.16 6.98 | 147.8 
177.2 4.61 2.76 | 167.0 
$195.2 2.91 4.68 $158.2 
158.3 2.61 4.72 135.7 
233.0 3.48 6.67 185.2 
$104.2 5.68 _ + 93.7 
154.7 3.86 5.59 127.7 
166.7 4.33 5.08 133.8 
_ 129.2 5.74 ae 105.5 
220.9 13.07 7.83 158.9 
3.78 2.27 203.5 
4.40 144.4 











obtained by dividing such dividends accruing over 
the annual period ending with the stated date by the average of the twelve 
month-end offering prices ending on the corresponding date. 

CAPITAL GAIN DISTRIBUTION column (18) represents percentage of 
distribution, if any, from capital gains or any other sources, for the current 
annual period. 


or balanced funds in existence at the time. 


t—nine months’ period. 
n—new series; old, 190.2. 
r—plus rights. 





iven an initial index number 
average of all those stock 


***Not included in balanced or stock average. 
*#***Name changed from Russell Berg Fund. 
@**¢*Name changed from Nesbett Fund. 


COPYRIGHT 1952 BY HENRY ANSBACHER LONG. 
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Corporation Profits Misleading 


The shrinking value of our currency 
js not reflected in financial reports to 
stockholders, and annual figures based 
upon the fluctuating dollar are no more 
comparable than if expressed now in 
French francs and next year in Swiss 
francs, in the opinion of E. Stewart 
Freeman, writing in the December issue 
of The Controller. Mr. Freeman is audi- 
tor and economist of Dennison Manu- 
facturing Co., Framingham, Mass., and 
a pioneer in costs and budgeting studies. 

Business and tax accounting have 
drifted into the habit of considering cap- 
ital as a sum of money without refer- 
ence to what it will buy, whereas it 
should, said Mr. Freeman, be defined 
as a given quantity of purchasing power, 
regardless of the number of dollars re- 
quired to supply this purchasing power. 

Hence, the growing totals may still 
conceal asset shrinkage in real values 
or a lesser degree of prosperity than 
indicated upon the surface. The dollar 
has proven to be, in his estimation, a 
very poor standard of deferred pay- 
ments and deferred costs. Mr. Freeman 
suggested the preparation of three state- 
ments, each based upon the respective 
index figure of dollar value, which 
would translate results of any two con- 
secutive accounting periods into com- 
parable measure. Accounting, however. 
has not yet developed a method of dis- 
counting changes in earning power. 

\ccording to Mr. Freeman, present 
accounting methods overstate _ profits 
and understate investment when prices 
are rising—and they have been rising 
steadily, except for temporary dips, 
since 1896. With increasing pressure 
from government on the one hand and 
from labor on the other, based upon 
the premise that stockholders are get- 
ling too large a share of the national 
income, the ultimate effect upon the 
free enterprise system could be fatal, 
leading to totalitarianism. 


A A A 
R. F.C. Offers Bank Stocks 


The Reconstruction Finance Corpora- 
tion recently offered for public sale 
$54.5 million of bank stocks and other 
securities which were acquired during 
the 1931-34 depression period to assist 
ailing banks. However. every effort will 
be made to protect the institution by 
screening prospective purchasers and by 
offering (at least in some cases) the 
controlling interest represented by the 
RFC holdings to responsible parties. 
such as other banks, insurance com- 
panies or home town interests. 
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trend was reversed, however, in ei case 


Ge 


The Earnings of Industry — 1951-52 

Edition 

Compiled by Aims of Industry, Ltd. Hollis and 

Carter, Ltd., 25 Ashley Place, London, S.W. 1. 

103 pp. (paper) 4 shillings. 

This booklet tells the man in the street 
the facts of profit and capital in relation 
to wages and the cost of living. It covers 
a wide range of British industries and 
trades and presents forcefully the logic 
of the interrelationship between the en- 
terpriser, the employee, and the public. 
Cost breakdowns for various firms are 
given and the reader will find in these 
figures interesting sidelights relating to 
the operation of business ventures under 
the austerity regime of the recent Labor 
Government. 


Corporate Income Retention 1915-43 


SERGEI P. DOBROVOLSKY. National Bureau 
of Economic Research, New York. 120 pp. 
$2.50. 


This is another Study under the Bus- 
iness Financing Project of this organ- 
ization to determine, based upon data 
from manufacturing and mining com- 
panies, the relative importance of re- 
tained earnings and external financing in 
the operation of such corporations. Dr. 
Dobrovolsky, a member of the faculty of 
Wayne University, presents much detail- 
ed statistical and analytical material. 
which, in spite of great variation from 
year to year and from company to com- 
pany, leads to the general conclusion that 
corporations rely upon the capital mar- 
kets in expansion periods and upon re- 
tained earnings in slack periods. This 
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of some small companies. The @ate of 
corporate expansion was also detgrmined 
to be a controlling factor in the need for 
external financing. The author is cf the 
opinion that public financing will con- 
tinue necessary and that corporate units 
in these categories have not become self- 
sufficient, though they may be less de- 
dependent than some other types. 


Studies in Income and Wealth — 

Vol. 14 

National Bureau of Economic Research, New 

York. 288 pp. $3.50. 

Papers presented at the 1950 meeting 
of the Conference on Research in Income 
and Wealth make up volume fourteen 
of a series that is sponsored by the above 
organization. According to estimates by 
R. W. Goldsmith in “A Perpetual Inven- 
tory of National Wealth,” our wealth, 
expressed in constant prices, has in- 
creased since the end of World War II 
at the high annual rate of about 5%, 
reaching a total at the 1948 year-end 
of some $800 billion. The earning power 
of some of these high-cost additions, how- 
ever, is undetermined and their real 
value may vary from original cost. Agri- 
culture has declined! in percentage of 
total national asset value, while con- 
sumer wealth in 1948 exceeded business 
wealth, reversing the relationship of 
fifty years ago. Government wealth has 
risen steadily to about 15%, excluding 
military assets. 

Other papers by specialists cover such 
diversified topics as measurement of 
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wealth through estate tax figures, a sur. 
vey of the composition of estates, use of 
assessed valuations in measuring wealth, 
and studies in assets, debts, and economic 
behaviour, together with comments by 
participants in the conference. These 
papers are highly interesting and for the 


advanced student of finance and eco. | 


nomics represent detailed and painstak- 
ing research by specialists in each field. 


Changing Concepts of Business In- 
come 


Macmillan Co., New York. 160 pp. $2.00. 


This book presents the findings of a 
study group under the auspices of the 
American Association of Accountants, 
with the financial assistance of the Rock- 
efeller Foundation, composed of lawyers, 
businessmen, accountants, and econom- 
ists. For three years they studied in de- 
tail the historical concept of the profit 
motive and methods used to define and 
measure it, together with the effects upon 
it of new social and economic forces, 
such as the steadily rising price level of 
the past half-century and the impact of 
income tax legislation. Among the im- 
portant factors in income determination 
is the method of inventory valuation, 
which is treated in considerable detail. 


Financial reports prepared in the con- 
ventional manner are held to be mis- 
leading because of the shifting unit value 
and a principal recommendation is that 
accountants should work toward estab- 
lishing a unit of stable purchasing power 
for cost and income use. The book con- 
tains much material of interest to the 
advanced student of finance and eco- 
nomics, the business executive, account- 
ant, trustee and lawyer. 


Tax Sheltered Investments 


WILLIAM J. CASEY & J. K. LASSER. Busi- 
ness Reports, New York. 138 pp. $12.50. 


Current tax rates in all brackets at 
peacetime highs reduce drastically the 
ability of the individual to save for re- 
tirement or old-age, with a consequent 
premium upon the creation of low tax 
or tax-free investment media, whether 
through a life insurance estate, invest- 
ment in securities or natural resources 
which can grow over a period of time 
into sources of income and capital value. 
This study considers the possibilities of 
less well-known security investment and 
speculative vehicles, such as warrants, 
puts and calls, convertibles and leverage 
securities. Methods of setting up invest- 
ments for long range accumulation of 
value with the least tax liability are ex- 
plained. The detailed information here 
made available to the potential investor 
in fields outside of his usual knowledge. 
such as ranching, citrus culture, tim- 
bering, and mining is factual and prac- 
tical and should serve as a guide to those 
interested in further detailed investiga- 
tion. 
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TAX EXEMPT BONDS 
as Savings Kank Sanita 


ALFRED J. CASAZZA 


Vice President of Savings Banks Trust Company, New York 


HEN TAX RATES WERE LOW in past 
Wie. substantial amounts of mu- 
nicipal bonds were held by savings 
banks since their yields were not much 
lower than the return from taxable 
bonds. In 1915. municipals comprised 
over 60% of total bond investments of 
New York State savings banks. How- 
ever, when high tax rates sharply de- 
pressed yields on tax-exempt bonds dur- 
ing World War II, savings banks for 
the most part shifted into long-term 
United States Government bonds. At 
the end of 1947. municipals held by all 
savings banks in the United States had 
dropped to a mere $55 million, only 
\y of 1% of their total assets. 

The Revenue Act of 1951 has aroused 
new interest among mutual savings 
banks in the purchase of tax-exempt 
bonds. The Investment Committee of 
the New York State Savings Banks As- 
sociation has drafted for introduction 
in this session of the New York State 
Legislature proposals making legal for 
savings banks revenue bonds of certain 
monopolistic utilities, such as those pro- 
viding water, electricity. gas and sewage 
service and adding more municipal ob- 
ligations to the legal list by reducing 
the population requirement. 


Mutual savings banks are now sub- 
ject to Federal income tax. This means 
that their earnings, after operating ex- 
penses and interest-dividends, are now 
subject to the 52 per cent corporate 
normal and surtax where the surplus 
and reserves of a savings bank are not 
less than 12‘% of deposits. Retained 
earnings are not taxed if surplus and 
reserves are less than 12% of deposits. 
This provision is designed to assure pro- 
tection for savings bank depositors 
against possible future losses, since, as 
mutual institutions, the savings banks 
have no source but earnings for build- 
ing up surplus to margin their deposit 
growth. 


—_— 


*From address to Municipal Forum of New 
York, Feb. 15, 1952. 
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The savings banks to be taxed are, 
accordingly, those whose ratio of sur- 
plus and reserves to deposits exceeds 
12 per cent. Furthermore. the tax status 
of a savings bank could change from 
one year to another, as for example if 
its ratio were to increase from 1] per 
cent to over 12 per cent. To determine 
whether a savings bank is subject to 
tax. you must know the current ratio 
of surplus and reserves to deposits. In 
addition, since a savings bank may he 
valuing its bank building or other as- 
sets at figures lower than those accept- 
able to the Bureau of Internal Reve- 
nue, it could be subject to tax even 
though the surplus and reserves in its 
published statement are less than 12% 
of deposits. 


Until the Bureau of Internal Revenue 
issues regulations to govern the applica- 
tion of the tax to mutual savings banks, 
some institutions may not be certain 
whether they are subject to tax. It is 
probable that for income tax purposes 
a majority of the savings banks in New 
York State will be found to have sur- 
plus and reserves at the end of 1952 
in excess of 12%. 


Higher Interest-Dividend Rates 
and Deposit Growth 


The amount of taxable income of a 
mutual savings bank, and the extent 
to which it may want to buy tax-exempt 
obligations to minimize its tax, will be 
affected to a major extent by the rate 
of interest-dividend paid its depositors. 


The maximum rate savings banks in 
New York State may now pay is 214%. 
Raising the rate to 244% or 214% will 
leave less taxable income. With a higher 
dividend rate, it pays out more earn- 
ings, and thus slows down the rise in 
surplus. And if the higher return to 
depositors attracts more deposits, then 
the ratio of surplus and reserves to de- 
posits will decline all the more rapidly. 
in time perhaps below 12‘%, at which 
level no Federal tax would be payable. 


As a general rule, mutual savings 
bank deposits are likely to expand more 
rapidly than surplus and reserves for 
institutions subject to the tax. One hypo- 
thetical example will illustrate why this 
is so. A savings bank with a 14% sur- 
plus ratio which gains deposits at a 
5° per annum rate would have to in- 
crease its surplus by the same rate as 
its deposits to maintain the ratio at 
14%. That would mean an annual sur- 
plus increase equal to .70 of 1% of de- 
posits. It is extremely difficult, how- 
ever, for a New York savings bank 
under existing investment restrictions 
to cover expenses of say .75 of 1% of 
deposits, to pay 2% to its depositors, 
and to have .70 of 1°% left for surplus 
after paying the Federal income tax. 
If a higher return is paid depositors, 
it becomes impossible to maintain the 
surplus ratio under existing investment 
restrictions. We thus find that: 

1. Not all savings banks will have to 
pay a Federal income tax. only 
those with a surplus and reserve 
ratio of 12% or more of deposits. 

2. The tax liability would be reduced 
considerably where savings banks 
pay higher dividend rates to their 
depositors. 

3. Individual savings banks would 
not have to pay the income tax 
if the growth in surplus and re- 
serves should lag so far behind 
deposit growth that the ratio drops 
below 12%. 


Alternative Investment Policies 


For mutual savings banks that will 
this year pay a Federal tax on retained 
earnings, and that expect to remain 
subject to the tax for years to come, 
there are several alternative methods of 
minimizing the liability. 

One method is the purchase of tax- 
exempt obligations. This alternative 
needs to be analyzed carefully and ob- 
jectively. Only by considering all the 
pros and cons of purchases of tax-ex- 
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empts can one make an intelligent guess 
of the probable extent and timing of 
savings bank investment in these securi- 
ties. 

But | will first consider the other 
methods of reducing the potential tax 
liability open to mutual savings banks. 
We must analyze the alternatives to 
judge realistically the probable future 
role of tax-exempts in portfolios of sav- 
ings banks now subject to Federal tax. 

One alternative action that could re- 
duce the tax burden of individual banks 
temporarily is the sale of United States 
Government and other bonds that have 
depreciated in price, to realize net losses 
deductible from taxable income. Hold- 
ing long-term, high-grade bonds for 
income, savings banks are in position 
at today’s market prices to utilize sub- 
stantial capital losses. Obviously, a bank 
subject to the tax has good reason to 
make desirable switches which will also 
provide a deduction from taxable in- 
come. Where realization of bond losses 
could wipe out a large part of the tax 
liability for a year or more, there is 
less urgency about other steps to this 
same end. 

Another alternative is the purchase 
of amortizing mortgages. Stated very 
simply, a good conventional mortgage 


yielding 4% after expenses gives about 
the same effective yield after taxes as 
a municipal obligation yielding 2%. 
However, quality and marketability con- 
siderations may make the municipal 
bond the more attractive investment. 
But so far as yield alone, a 2% muni- 
cipal does not do materially more for a 
savings bank subject to Federal income 
tax than a mortgage that leaves 4% 
after deducting origination and servic- 
ing costs. 

Thirdly, and perhaps most signifi- 
cantly, mutual savings banks are hope- 
ful that the New York State Legislature 
this year will authorize investment in 
preferred and common stocks up to 5% 
of assets or one-half the amount of their 
surplus and undivided profits, which- 
ever is lower. Only 15° of the amount 
of dividends received by a corporation 
is subject to the 52‘ corporate income 
tax rate, which is equivalent to a tax 
rate of 7.8% on total dividends received. 
Yields on equities are much higher than 
on high-grade bonds and mortgages be- 
fore tax. Standard & Poor’s composite 
yield index of stocks was 
5.78% at the end of January 1952, and 
4.21% on 11 high-grade non-callable 
preferred stocks. 


common 


The effective rate of return on equi- 


ties, after tax, is so much higher than 
that obtainable from any other class of 
investment that a savings bank subject 
to the tax may want to await the action 
of the Legislature on this proposal be. 
fore adopting other investment policies 
to minimize the tax. Savings banks in 
Massachusetts and Connecticut have 
long had the power to invest in bank 
stocks, and in New Hampshire they 
can buy all classifications of equities, 
There is thus ample precedent in the 
laws of other states, as well as in what 
has been done for trustees and life in- 
surance companies in New York, to 
justify granting this authority. 

lt must be remembered that the in- 
come tax applies only to retained earn. 
ings, with expenses or interest-dividends 
to depositors exempt from tax. Hence, 
once a bank has reduced its taxable 
income to a relatively low point, the 
problem will have been solved for that 
institution for the time being. 

Against this background, | shall now 
attempt to appraise the advantages and 
disadvantages of tax-exempt bonds for 
banks subject to the Federal tax. 


Advantages of Tax-Exempts 


The strongest argument for the pur- 
chase of tax-exempt bonds by savings 


Complete Service for Your Trust 
Needs in Illinois 


Uut-of-state trust men and attorneys will find 


The Northern 


Trust 


Company well equipped 


through experience and facilities to handle the 


administration of trusts and estates in Illinois. 


Come in any time and discuss with us your spe- 


cific problems or your general situation, 


THE NORTHERN TRUST COMPANY 


NORTHWEST CORNER LA SALLE AND MONROE STREETS 


188 


CHICAGO 90, ILLINOIS 





TRUSTS AND ESTATES 





Gove 
total 

billic 
by tk 
befor 
Fede 
year 


the € 


bank 
is th 
of t 
othe 
obta: 
is le 
tax, 

not 

class 
and 

exen 
sider 
Gove 


amo! 
this 
abou 
effec 
ly, « 
York 
scho 
24% ¢ 
Only 
give 
natic 
York 
effec 
to th 
A 
is h 
than 


Mar 








the 


ow 
ind 
for 


ur- 









GOVERNMENT REVENUES VS. PRIVATE SAVINGS 


BILLIONS 


nie Trend of aggregate Federal, State and local receipts 
70 and combined savings of individuals and business 
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OF 
DOLLARS ° 


(in billions of dollars) over the last two decades. 70 
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SOURCE: U. S. Dept. of Commerce 





GOV'T REVENUES 
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PREPARED BY INSTITUTE OF LIFE INSURANCE 


Government revenues—Federal, State and local combined—have been running ahead of 
total private savings of the economy, business and individual together, by margins of $20 
billions or more every year since the end of World War II, according to figures compiled 
by the U. S. Department of Commerce. Nothing approaching such margins was recorded 
before World War II. For 1950, the last full year for which official figures are available, 
Federal, State and local Government revenues combined to $69.8 billion. In the same 
year aggregate gross savings of individuals and business amounted to $38.5 billion. Thus 
the Government took $1 out of the economy in 1950 for every 55 cents that the people and 
business together were able to save. 


banks with substantial taxable income 
is the relatively higher effective yields 
of these investments compared with 
other bonds. The highest market yield 
obtainable from a Government security 
is less than 2.75% and after the 52% 
tax, 1.32%. In terms of effective yield, 
not taking into account the non-risk 
classification of Treasury obligations 
and their high degree of liquidity, tax- 
exempt obligations thus provide a con- 
siderably higher rate of return than 
Government bonds. 


Following the rise in interest rates 
of the past year, savings banks can se- 
cure a yield of about 3.15% from de- 
sirable corporate bonds, especially 
among new offerings. After a 52% tax. 
this means an effective return of only 
about 1.50%. They can obtain higher 
effective yields from tax-exempts, name- 
ly, about 1.85% from long-term New 
York State bonds, over 244% from 
school district bonds, and better than 
244% from New York City obligations. 
Only from conventional mortgages that 
give a return of 4% or more after origi- 
nation and servicing costs can New 
York savings banks now secure an 
effective yield after taxes comparable 
to that offered by tax-exempt bonds. 


A second advantage of tax-exempts 
is high quality, as high as, or higher 
than, any other major group of in- 
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vestments open to savings banks except 
United States Government securities. 
They are of better quality, as a class, 
than conventional mortgages that give 
a net return after expenses of 4% or 
more. 


A third advantage of municipals, 
when compared with mortgages and 
medium quality corporates, is market- 
ability, based on the broad interest in 
these bonds among commercial banks 
and individual investors in the higher 
and middle income brackets. In_ brief, 
one must conclude that no class of in- 
vestment open to New York savings 
banks today offers the combination of 
relatively high yield after taxes, quality 
and marketability that tax-exempt issues 
provide. 


Disadvantages of Tax-Exempts 


But there is another side to this pic- 
ture. A savings bank contemplating 
large-scale purchases of tax-exempts 
must also weigh the possible disadvan- 
tages. One reason for hesitation is the 
low absolute, as distinct from relative, 
rate of return provided by tax-exempt 
bonds. Savings banks, as non-profit in- 
stitutions, want tax-exempt income for 
only one reason—to build up reserves 
and surplus at a faster pace. But a re- 
turn of a little over 2%, the best avail- 
able from a group of high quality 





municipals, will not build up surplus 
rapidly. Savings banks have been se- 
curing an overall average yield of 
around 314% from earning assets. Tax- 
exempt bonds do not provide any such 
rate of return. And savings bank man- 
agements are not likely to feel they 
have solved their tax problem until they 
have found a way to build up surplus 
and reserves out of retained earnings 
at close to the rate possible prior to im- 
position of the Federal income tax. Tax- 
exempts can slow down the decline in 
the surplus ratio for a bank with a 
relatively high ratio today, but they 
cannot prevent the decline if deposits 
are expanding at a rate of 4% or 
higher. Where a bank expects its sur- 
plus and reserve ratio to fall below 
12% in the reasonably near future, it 
is not logical to buy tax-exempts with 
low yields at this point. 


In the second place, long-term muni- 
cipals acquired today involve a_ risk 
of future price depreciation which could 
result in a savings bank having them 
on its hands at low yields. A reduction 
in income tax rates, unless offset by a 
sharp decline in interest rates generally, 
would affect adversely the market posi- 
tion of outstanding tax-exempt obliga- 
tions, especially those of long-term. If 
tax rates were reduced, investors would 
then want to pay a smaller premium for 
the privilege of tax exemption. A great 
increase in the volume of new offerings, 
incident to large-scale public works and 
public housing programs, could simi- 
larly have a depressing effect. When 
the supply of new tax-exempt issues is 
large enough, it becomes necessary to 
price them low enough to attract buyers 
from among lower tax bracket investors. 
This means higher yields and lower 
prices for outstanding issues. 


The fact that tax-exempt obligations 
as a class do not yield enough now to 
pay a “living wage” to savings banks, 
and that they could be vulnerable to 
material market depreciation whenever 
the rearmament boom tapers off and we 
face a reduction in taxes and a major 
expansion in public works programs, 
will foster a cautious buying attitude 
towards such bonds on the part of 
many savings banks. These banks will 
certainly want to determine first how 
much taxable income they really have, 
allowing for losses to be realized on 
bonds in the portfolio and possible 
higher interest payments to depositors. 
They will also want to know whether 
the Legislature is going to authorize 
them to invest in equities. 
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Probable Extent of Savings 
Bank Purchases 


It is obvious that, in view of these 
many and, in part, conflicting consid- 
erations, one must proceed with great 
care in attempting to estimate, even 
within a very broad range, probable 
savings bank purchases of tax-exempts 
over any specific period of time. 

Only banks that are now, or that are 
about to become, subject to the Federal 
income tax would consider switching 
from existing investments into tax-ex- 
empts, the extent being limited by the 
amount of their taxable income, after 


allowing for net realized losses on bonds 
and increases in interest-dividend rates 
paid depositors. The volume of switch- 
ing will be affected also by the ratio 
of surplus and reserves to deposits, and 
the ratio of surplus to risk assets. More- 
over. there is a strong feeling among 
savings banks that it would not be 
politic to wipe out all taxable income 
and pay no tax, for this might only 
drastic tax levy by 


invite a more 


Congress. 

For all the savings banks of the 
country, I think the eventual switch of 
up to one-half billion dollars from other 
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investments into tax-exempts would be 
about the maximum potential at pre. 
vailing yield levels. I think the actual 
extent of such switching would be ma. 
terially less were savings banks in New 
York State authorized to invest in 
equities. And a number of years would 
likely elapse before savings banks would 
switch into tax-exempt bonds on any 
such scale, because they will want to 
await clarification of the uncertainties 
I have discussed as well as possible op. 
portunities to acquire tax-exempts on 
a more favorable yield basis than now. 


Apart from switching existing bond 
holdings into municipals, some savings 
banks may want to invest 10% to 20% 
of deposit gains in the next several years 
in tax-exempts to minimize tax liability. 
Deposits of all savings banks in the 
United States are expanding at a rate of 
over a billion dollars yearly, and this 
rate, higher than that of the past five 
years, should continue for the foresee- 
able future. If the authority to invest 
in equities is not given New York State 
banks, it is possible that those with sub- 
stantial taxable income would devote to 
the purchase of tax-exempts as much as 
20‘, of their deposit gains, relying 
upon other investments to lift the aver- 
age yield from earning assets acquired 
with new deposits. Should the purchase 
of equities be permitted, tax-exempts 
may provide an outlet for a smaller 
proportion of new deposits. 


Conclusions 


These several factors point to the 
conclusion that all mutual savings banks 
may shift gradually and over a period 
of years up to half a billion dollars into 
tax-exempts. If permitted to buy equi- 
ties, the figure will be less. Also, a 
number of mutual savings banks may 
want to invest a moderate percentage 
of new deposits in tax-exempt bonds, to 
reduce Federal tax liability. 


These figures, needless to say, are 
presented as guesses rather than as con- 
crete quantitative estimates. I think sav- 
ings banks will provide, for the present. 
at best, only a selective and moderate- 
sized outlet for tax-exempt bonds; espe- 
cially while such major uncertainties 
as the power to buy equities, interest- 
dividend rates to be paid depositors. 
and the long-term trend of tax-exempt 
bond prices remain to be resolved. 


“Every man owes some of his time to 
the upbuilding of the profession in which 
he belongs.” —THEODORE ROOSEVELT 
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Planning Insurance Estates 


PRACTICAL HINTS ON EFFECTIVE ARRANGEMENT 


OF POLICIES 


HENRY E. HAIMAN 


Member of Cleveland Association of Estate Analysts, Bar Association and 


N MANY CASES one can make a sale 
| or a friend by using his estate plan- 
ning knowledge without spending the 
time required for an estate planning job. 
One of the simplest ways is to tell the 
prospect that he has probably had a 
number of offers to plan his estate. Then 
tell him that’s a job that should be done 
by his lawyer or a trust company, but 
that there is one thing he can make sure 
of through an underwriter. He can buy 
a life insurance policy which will guar- 
antee his wife $10,000 a year, tax free, 
if another depression comes along and 
the income from the rest of his estate 
is curtailed or perhaps cut off entirely. 
One of our very good agents. no longer 
living, sold a lot of insurance just that 
way and it stayed on the books. 

I met one of his policyholders in 
1948. This man was too old for insur- 
ance, but a potential prospect for gifts 
to children and grandchildren, well- 
known and a wonderful center of influ- 
ence. He said he had talked to his law- 
yer about the Marital Deduction but 
decided not to use it as he had long 
ago given his wife property. each of 
them being worth about a half a million. 
He had $100,000 Ordinary Life written 
way back in the twenties. payable to his 
wife as beneficiary under the interest 
option, with no withdrawal’ privilege. 
but with privilege of changing to any 
of the annuity options. Children were 
named as contingent beneficiaries. The 
insurance would be taxed at his death. 
which he knew, and it would be taxed 
again at his wife’s death, two tax bites 
of 30° each. He went with me to his 
lawyer, who agreed to add a single 
sentence to his policy. giving his wife 
the right to revoke the contingents and 
name her estate. That single sentence 
saved $30,000. After the insured’s death 
I suggested that the wife change at once 
to the 10 years certain and for life op- 





From an address before the Detroit Life Insur- 
ance and Trust Council, December 1951. 
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tion and give the money as received to 
her children and grandchildren. This is 
an old policy with very favorable op- 
tions and at her age she gets $10,000 a 
year. She will very likely live for ten 


years, leaving nothing to tax at her 
death and saving another $30,000. 


Take Cash 


Here is another suggestion for mak- 
ing a sale or a friend without estate 
planning. With older men who have 
large amounts of paid-up insurance, the 
cash value of their policies exceeds what 
their beneficiaries will realize after pay- 
ing estate taxes. One has a taxable es- 
tate of around $800,000, of which $200,- 
000 is insurance in the form of 20 Pay 
Life policies, now paid-up. Today these 
pay him practically no dividends. His 
other property is conservatively invested 
and gives him an income of $20,000 a 
year before taxes, or some $16,000 after 
taxes for himself and his wife. That is 
not too much income for a man in his 
circumstances and as a result he does 
not want to make gifts to his children 
and grandchildren for the purpose of 
reducing his taxable estate. His paid-up 
insurance has a cash value of $150,000, 
which is more than his beneficiaries will 
have left of the $200,000 face amount 
after paying the estate tax. I suggested 
that he take this cash value under the 
installment Option for 15 years. This 
gives him $12,350 a year, tax-free, for 
a long time and permits him to buy 
substantial insurance for his children. 


Value 


These older men if told the facts, will 
sometimes buy insurance for children 
or grandchildren. In other cases they 
need cash or can put it to exceedingly 
good use and you have made an influ- 
ential friend. 


How many planners asked the ques- 
tion: Is there any inheritance expected 
on either side that should be taken into 
account? Or will their parents be able 
to help the widow if the husband is 


gone? If you don’t ask them and there 
is an inheritance, it will set you back 
on your heels later, for this has a bear- 
ing on the amount of insurance needed. 
On the other hand, if there is no in- 
heritance, you have shown them that 
you want to consider their situation be- 
fore making a recommendation. But 
most important, you have started them 
thinking in the right direction, because 
they see that the widow will be entirely 
on her own. Their independence will 
assert itself in most cases. Even where 
some inheritance is possible, they will 
say they do not want to depend on it. 
In other words, they want you to tell 
them how to provide for the family 
through life insurance. 


Parents become genuinely concerned 
about what will happen to their children 
if both of them are gone. Talking about 
contingent beneficiaries is not nearly 
effective. With whom wili the children 
live? Who will handle their money? 
You will want to know the laws of your 
state if you are going to use this guard- 
ian approach. An insurance trust may 
be the best answer to this problem, the 
policies being payable to the wife and 
after her to a trustee located where the 
children would go to live. 


Corporate Fiduciary Role 


Underwriters doing estate planning 
should be well-acquainted with the his- 
tory, the nature. and the personnel of 
the trust companies in their territory. 
In many situations a corporate trustee 
is indispensable and you should be able 
to discuss this subject honestly and in- 
telligently. Where a client is neutral 
or favorably disposed toward a trust, 
do not be too eager to boost the virtues 
of the settlement options with every 
prospect. If he wants to preserve capital 
for his children, that is his privilege. If 
he wants a trustee’s advice and discre- 
tion for his beneficiaries, do not differ 
with him unless there is some important 
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reason. He needs a larger estate and 
more insurance if the principal is to be 
preserved for children than where he is 
satisfied to use up all or part of it for 
his wife. His present insurance may be 
enough to protect his wife for her life- 
time and his children during their mi- 
nority on an installment, option. It will 
not be nearly enough in the hands of a 
Trustee even when given full investment 
discretion or under an insurance com- 
pany’s interest option. 

It is often said that a husband owes 
his first duty to his wife; children 
should take care of themselves once they 
are educated and old enough to earn a 
living. May I suggest that you let some- 
one else waste his time arguing that 
question. I am on the side of the chil- 
dren. I do not like relying on the in- 
stallment option. If living costs continue 
to rise, how do you know his widow 
can live on it? If the man buys enough 
more insurance so you can use the in- 
terest option instead—then his wife has 
a margin of safety. If living costs rise 
she can change part or all to an annuity 
or the trustee can advance principal to 
her. And if living costs do not rise, the 
children can use the estate to good ad- 
vantage after their Mother’s death. 


Business Interest 


Suppose your client controls a busi- 
ness and in event of his death its work- 
ing capital must be conserved and no 
dividends should be paid. Business in- 
surance can augment working capital. 
Suppose your client does not have con- 
trol, but nevertheless wants his share 
held for a son. Personal insurance can 
provide income for his widow so that 
she can get along, even if there are no 
dividends from the business, because the 
other partners have salaries and do 


not need dividends. 


Suppose the estate owner in his will 
has provided a pension for a needy 
relative or a faithful employee. His ex- 
ecutor will probably have to buy an 
annuity. The purpose can be accom- 
plished to better advantage using insur- 
ance—no probate expense and better 
rates, 

Too many estate planners immediate- 
ly start asking questions about the cli- 
ent’s wealth. If you do that too early 
in the game, he will not like it nor you. 
First show him that you have some 
understanding of his situation, his ob- 
jectives, his hopes,—and that you talk 
his language. Then he will begin to have 
confidence in you and be willing to tell 
you about his estate. Many estate plan- 
ners use a questionnaire for getting in- 
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“What a problem! Up to my ears in 
work, and my secretary i 
to leave, unless | get rid of you!” 
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formation, and feel that this makes a 
good impression on the client. Person- 
ally, I prefer a simple pad of ruled 
white paper. That indicates that you 
have no preconceived notions; that his 
job will be tailor-made—starting from 
scratch. And besides, do not try to get 
all the information at one sitting. Dis- 
cuss the questions with him as you go 
along so you get his slant on them. Then 
when you have been there long enough, 
say you want to think over what he has 
told you and that you will call him if 
you need additional information. When 
you go back, be prepared with questions 
which relate back to the previous inter- 
view. See that these questions show that 
you have been giving real thought to 
the points involved—then go on with 
your fact-gathering. 


If the client is one of those who are 
impressed by lengthy reports, write one 
for him. Most of the men I work for are 
smart, and busy. They do not have much 
patience with beautifully prepared re- 
ports padded with “boiler plate.” I write 
a letter, starting with a brief review of 
the client’s objectives, but not trying to 
pin him down to some estimate of in- 
come desired for his family which he 
previously gave me. They do not take 
kindly to that and will sidestep it by 
changing their mind. The report will 
go over better if it is low pressure and 
broadminded. Probate costs and taxes 
will speak for themselves. The letter 
is blunt and each point has as much 
bite as I can put into it—having in 
mind always the type of individual 
addressed. 


Lawyer Relations 


I then take the letter and my or- 
iginal pencilled work schedules in a 
plain folder to the client and his lawyer 
—often to the lawyer, before the client 
sees it, so the lawyer can correct me 
where he thinks I am wrong. I usually 


know where the lawyer stands before I 


write my report. My experience has been 
that the client’s lawyer can be a big 
help and a source of accurate informa. 
tion in the great majority of cases. 


Put yourself in the lawyer’s place, 
Where you have spent a few hours or 
days to gain the client’s confidence, he 
has spent years. The lawyer makes his 
living from retainers and fees and he 
does not want some third party to step 
between him and his client and upset 
the apple cart. You have done some 
reading and studying and maybe have 
letters after your name. He has probably 
done more reading and studying and 
also has letters after his name. If the 
lawyer is a good one and has the right 
relationship with his client, he knows 
more about him in most cases than you 
ever will. 


However, he may not do much estate 
work and he may never have heard of 
a buy and sell agreement made effective 
through insurance. And he is prevented 
by his professional ethics from soliciting 
business. He will advise his client, but 
he will not insist. That is where you fit 
in. Your function is to initiate—to start 
the client along the road he should travel 
and keep him travelling till he reaches 
the right result. Get acquainted with the 
lawyer early in the game. Let him know 
that you realize his value and impor- 
tance and respect his position as ad- 
viser to his client, and then tell him 
what you have learned about the client 
and what you have in mind. He will go 
along with you if your idea is sound and 
very often give you the clue to the sale 
when your idea does not fit the picture. 
Instead of waiting for that frustrating 
moment when the client says, “I want 
to talk to my lawyer about it” you will 
suggest a conference with his lawyer 
with some assurance that the lawyer 
will favor your proposition. I have 
heard lawyers deliver a better sales talk 
for life insurance than any agent. And 
every lawyer is a potential prospect and 
center of influence. 


Widow's Rights 


What happens when the widow takes 
against the will? In Ohio, contrary to 
most States, the Supreme Court has de- 
cided that a widow’s rights to a share 
of her husband’s property at his death 
cannot be defeated by a revocable trust. 
Also that she does not have to take any 
property offered her by the executor, 
but may have a share of everything. 
That could present great difficulty in 
family corporation cases. You can sell 
the idea of an insurance trust as a 
deterrent, the wife to get the insurance 
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if she takes under the will, but not if 
she takes against it—or you can sell 
stock purchase insurance, the corpora- 
tion to have an option to buy any stock 
that comes into the wife’s hands. 


Choice of Options 


If the beneficiary lives long enough, 
all the variations under the settlement 
options become alike because there will 
be nothing left in any of them. There- 
fore in choosing an option you have to 
take into account the age of the benefi- 
ciary, her health, and how long her 
parents and grandparents lived. Long 
life is inherited just as good teeth are 
inherited. In other words, is she likely 
to outlive the certain or refund period? 
You should look up her expectation of 
life and the percentage of persons her 
age who die in 10, 15 and 20 years and 
you should take into account her finan- 
cial circumstances. Here are some ex- 
amples of this problem: 

In 1936 a man died leaving a widow 
38 years old and a daughter eight. He 
left a general estate of some $50,000 
and $100,000 of life insurance. Some- 
one suggested that the $100,000 be paid 
to the widow as a life income, 20 years 
certain, which would protect the widow 


for life and the daughter for 20 years. 


Now, in the first place, this widow 
would need more income till the daugh- 
ter was grown and educated and less 
income thereafter, rather than the same 
income all the way through. Jn the 
second place, the mathematics did not 
look too good. The life income option, 
20 years certain, would pay $5,000 a 
year. The interest option, keeping prin- 
cipal intact, would yield $3,000 a year 
at the then rate of 3%. Difference in 
income to the widow was thus $2,000 
a year but the daughter stood to lose 
$100,000 because her mother, age 38, 
was quite likely to live 20 years. The 
Mother, in other words, would have to 
live 50 years in order to gain what the 
daughter lost. The proposed settlement 
also lost sight of the $50,000 general 
estate. This, together with the insurance, 
would have made a productive trust or 
the $50,000 general estate could have 
been used to augment the interest yield 
from the insurance and preserve the 
capital for use in the widow’s old age, 
if necessary, when the yield from an 
annuily would be much larger. 

The second example of this life in- 
come option occurred recently. A_polli- 
cyholder between 65 and 70 wrote to 
our home office asking them to prepare 
an agreement naming his wife as first 
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beneficiary ‘under the life income op- 
tion, 20 years certain and qualifying 
for the marital deduction, and naming 
his two daughters as contingent benefi- 
ciaries if their mother died during the 
20 years. I asked him why he had se- 
lected the life income 20 years certain, 
rather than 10 years certain which 
would yield a much larger income. He 
said he had been advised to do it that 
way “to protect his daughters.” His 
daughters were both married and well 
taken care of and would receive at 
least one-half of his estate at their 
mother’s death. I learned that his wife 
was 66, in excellent health and of a long 
living family. He told me he expected 
her to live at least 20 years. 


Using $100,000 for illustration, the 
10 years certain option will produce 
$8,400 a year, $2,000 more than under 
the 20 years certain. If the wife lives 
20 years, the daughters will get nothing 
in either case. But the 10 year life op- 
tion will give the wife $2,000 a year 
more, which she can give to the daugh- 
ters, while still having $6,400 for her- 
self. If she does so, they will get $40,000 
in 20 years and more than that if she 
lives more than 20 years. The break 
even point, if there were no tax at the 
wife’s death, is 15144 years. If the wife 
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lives less than 1514 years, his selection 
yields a little more for the daughters. 
If she lives more than 1514 years, they 
lose. But there will be an estate tax at 
the wife’s death on whatever is left be- 
cause of marital deduction. 


The third example is a man with a 
large amount of life insurance payable 
to his three children who are married 
and in their thirties. His daughter is 
married to a successful businessman. 
One son is married and earns a large 
income. The other son is married but 
probably never will be a large earner. 
For all three, this man has elected that 
at his death principal and interest shall 
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Trust Service 


in Missouri 


The St. Louis Union Trust 
Company engages only in the 
trust business. It does no bank- 
ing business. It accepts no depos- 
its subject to check, It is the 
largest stockholder of the First 
National Bank in St. Louis, 
with which it is affiliated. It is 
the oldest trust company in 
Missouri. 


It administers a large volume of 
trust business and operates on 
the efficient ‘‘staff and line” 
plan. Every estate and trust re- 
ceives the personal attention of 
the administrative or “‘line’’ 
officer to whom it is assigned. 
These officers are backed up by 
staff departments, such as our 
investment analysis and re- 
search departments, two separate 
tax departments, real estate de- 
partment, close corporation 
department, etc. 
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Company for ancillary service 
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dations are to be made to people 
moving from other states to 
Missouri. 
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ST. LOUIS UNION 
TRUST COMPANY 


ST. LOUIS, MISSOURI 
Affiliated with the First National Bank 


be paid in equal installments over a 
period of thirty years, primarily be- 
cause, in his own words, 3% tax free 
to a person in a 50° income tax bracket 
is equivalent to 6°% interest on an ab- 
solutely safe investment and because 
in the absence of any withdrawal priv- 
ileges there will be no estate tax on 
what may remain for the grandchildren. 
Let us examine the transaction, first on 
its human side and then from the stand- 
point of mathematics. An important fac- 
tor to remember is the mortality table, 
which shows that the odds for a person 
in the thirties outliving a thirty year 
period are two to one. 


THE HuMAN SIDE: 


1. He has not consulted his children’s 
wishes and binds them at his death 
to an irrevocable, inflexible plan 
which makes no allowance for 
changes in fortune that may occur. 


2. He uses the same plan for the son 
whose income is small as for the 
brother and sister whose incomes 
are large. 


3. He compels all three to exhaust 
capital during their best earning 
years when they have no real need 
of doing so (50% income tax 
bracket) so that little or none of 
it will be left for themselves to fall 
back on when they are older. (Un- 
less they safely reinvest a thirtieth 
each year, which he admits they 
are not likely to do.) He may be 
figuring that his own estate will 
provide for them after the insur- 
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ance is gone, but who can be 
sure? 


4. He knows that Congress can 
change the law at any time, but if 
he has died, no one can change 
the plan. 


THE MATHEMATICAL ANGLE: 


It is true that the installments, under 
present law, are tax free to the benefi- 
ciaries, but each installment consists 
largely of capital, so that the only tax 
saving is on the excess that is received 
over and above the original face amount 
of the policies. In the policies under 
consideration this excess will be 3%, not 
on the original amount, but on the de- 
creasing amounts in the hands of the 
insurance companies during the thirty 
year period. Specifically, the policies 
guarantee $49.53 a year for thirty years 
for each $1,000 of original proceeds or 
$1,485 per thousand of insurance. 


But the policies contain another “op- 
tion.” which is to leave the proceeds on 
deposit with the insurance companies. 
and they guarantee $30 a year interest 
on each $1,000. Consequently, under 
the interest option, the beneficiaries 
would receive 30 x $30, or $900, less 
50% estimated income tax, or $450 net 
income per $1,000 in thirty years. They 
also would have their original capital 
intact so that at the end of the period 
they can account for a total of $1.450 
per 31,000. 

Comparing these two “options” we 
have total receipts under the tax free 
installment option of $1,485 as com- 
pared with total receipts of $1,450 after 
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taxes under this interest option, or a 
net gain in thirty years of only $35.90. 
Capital is used up, flexibility is sacri- 
ficed for a total gain of 314% in thirty 
years. These figures take full account 
of the 50°% income tax saving which 
was the motivating reason for the ar- 
rangement. Of course. if these children 
actually invest each year the difference 
between the annual installment of $49.53 
and the interest income of $15 (after 
taxes), then they might do much better 
than the figures indicate. The reader 
is at liberty to make his own estimate of 
the probability of their following such 
a course and what their losses or gains 
after taxes might be in thirty years. 

Could this man have made a better 
plan if he had not been so intent on 
saving taxes? He could. very easily, by 
considering each child separately, tak- 
ing into account size of family, earning 
ability, thrift, possible inheritance of 
wife or husband, etec., and giving them 
the interest option with privilege of 
drawing all or part of the principal. 
perhaps none of it; and the further 
privilege of changing at a later date to 
installments for a period of years or 
installments for life. The policies con- 
tain excellent guarantees for this pur- 
pose and, though there is some doubt 
on this point, the installments, when 
elected, would have a good chance of 
being tax free. Not all insurance com- 
panies will protect the original policy 
option yields indefinitely into the future. 
Individual company practice must be 
ascertained and used to the best ad- 
vantage in each instance. 
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And, of course. it would have been 
better to make the insurance payable to 
a trustee with discretionary powers as 
to advancement of income and princi- 
pal to these children. according to their 
needs. 


Estate Contains Dickens 
First Edition 
Librarians at Columbia University 
have discovered a first edition of Dick- 
“A Christmas Carol” in a shipment 
of books from the Hilda Ward estate, 
of which The Hanover Bank and Miss 
Ward’s attorney are On the 
fly-leaf. in Dickens’ own handwriting, 
is a personal message to a little boy 
Frank Powell which 
unique charm and simplicity so 
with the 


ens’ 


executors. 


named 
the 
closely 

author. 


possesses 


iden‘ified renowned 


book to Frank 
couldn’t. How 
when I was not 


I wish | had given this 
Powell; but I didn’t, and 
could I, you know, Frank, 
acquainted with you? Don’t you see? If 
you had house, and had 
knocked at my door, and had said to my 
servant “Is Mr. Dickens at home?” my 
servant would have said “What name, sir?” 
Then you would have said “Powell.” Then 
he would have “Powell of Peckham, 
sir?” Then you have said “The 
same.” Then he have said, “Walk 
in, sir.” When you came in, I should have 
you an Eagle (a real Eagle, you 
know, no nonsense or make belief) a 
raven, and a very small white dog, curling 


come to my 


said 
would 
would 


shown 


all over, and barking, as the vulgar ex- 
pression is, like Bricks. And when you 


asked me to write my name in this book, 
I should have taken up a pen and done 


ana .e 


ie: 


. hobby, 










soe Charles Dickens (flourish) 
But don’t you flourish when you grow up, 
because it is a bad habit, and don’t leave 
room for the day of the month: which is 
The Thirteenth of March 1844. 


The first edition was discovered when 
Roland Baughman, Columbia Univer- 
sity’s head of special collections, ex- 
amined a group of 1,000 books willed 
to the Libraries by Miss Ward in appre- 
ciation of the University’s permission to 
use its facilities in the pursuit of her 
mineralogy. How the book 
crossed the ocean to the United States 
is a mystery. 
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The year’s operations: Over a period of years we 
have expanded our domestic plant capacity to meet the 
growing requirements of the textile industry in the 
United States. With the completion of our aceti ate staple 
fiber unit at our Celriver plant, we believe we will have 
made adequate provision for the requirements of the 
textile industry for the foreseeable future. 


As a result of the increasing demand for chemicals, con- 
struction was started on a new petro-chemical plant 
near Pampa, Texas. 


Petrocel Corporation, a subsidiary, was formed to carry 
on oil and gas exploration and development work, with 
a geological and explorations office at Corpus Christi, 
Texas. This was another step in our long-range program 
designed to augment, rather than replace, existing 
sources of the basic raw materials used by our Company. 


Through our chemical operations in the United States 
and through our affiliates in Canada we are rapidly 
approaching our goal, which is the assurance of basic 
raw materials for the manufacture of our principal 
products—acetate yarn and staple fiber. 


Sales, earnings and dividends: Sales for the 
year amounted to $202,651,014, compared with 
$232,483,942 in 1950 and $171,292,005 in 1949. Earn- 
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ings for the year amounted to $24,800,263, compared |Camad 
with $40,361,166 in 1950 and $20,640,826 in 1949. pany, | 


. 7. " constru 
The earnings per share of Common Stock, based on the sie ol 


number of shares outstanding at each year-end and Sliton 
after providing for Preferred Stock Dividends, were difficul 
$3.56, compared with $6.38 in 1950 and $3.19 per 


share in 1949. plant g: 


empha: 





A quarterly dividend rate of 75¢ per share on the Com- } uties. 
mon Stock was paid throughout the year. This amounted aine 
to $17,534,862 on the 5,844,954 shares of Common 5 ; 
Stock outstanding. The dividends on the Preferred A 
Stocks amounted to $4,005,551. The total payments for ; | 
dividends in 1951 were $21,540,413, compared with 
$17,093,288 paid in 1950. This was a record disburse- 
ment for the Company. 
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Taxes: Provision for Federal taxes on income and ex- 
cess profits tax for the year amounted to $27,250,000, 
compared with prov ision for taxes in 1950 of $41,000,000 
and $13,000,000 in 1949. 


Compared with earnings of $3.56 per share on the 
Common Stock, and dividends of $3.00 per share paid 
on the Common Stock, the total direct taxes paid by Rate 
the Company to Federal, State and Local Governments 

eZ Ar a“ . manuf: 
were equal to $5.47 per share of the Common Stock. nd fil 


Financial position: At the end of the year net cur-}nsun 
rent assets amounted to $102,757,948 against to mark 
$80,683,298 a year earlier. Cash with banks and on foreign 
hand, including Government securities, aggregated | Will be 
$58,683,399, compared with $61,682,887 at the close 

of 1950. Plans ¢ 


which | 
During 1951 the Company took a series of steps to con-}of the 
solidate and simplify its capital structure. These finane-|Arrow 
ings revised the Company’s financial structure so that at{third 
the end of the year there were outstanding $101,188,000} which 
of funded debt; 1,000,000 shares of Preferred Stock which 
Series A, 442%; 34,163 shares of 7% Second Preferred} person: 
Stock (after deducting 1,545 shares held in treasury);ft0 cost 
and 5,844,954 shares of Common Stock. by the 
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Canadian companies: Columbia Cellulose Com- 
pany, Limited, completed the first phase of its plant 
construction at Prince Rupert, British Columbia. Opera- 
tions of the pulp plant were commenced in May. Pro- 
duction has been on an increasing scale, with the 
difficulties usually encountered in the start-up of a new 
slant gradually being overcome. At the outset the major 
emphasis was placed on training employees in their 
duties. 


Engineering work is proceeding on the second phase of 
construction which will increase the plant’s capacity to 
300 tons a day. As the full volume of production is 
realized, the output of this plant should be a construc- 
tive factor in alleviating the continuing world-wide 
shortage of cellulose. 


Construction of the petro-chemical plant and chemical 
yarn and fiber plant at Edmonton, Alberta, by Canadian 
Chemical Company, Limited, was well advanced by 
the year end. The total capital funds arranged for are 
$20,000,000 in the form of C: ipital Stock and 
$43,000,000 in the form of bonds. 


The Edmonton plant will produce a variety of industrial 
chemicals some of which will be used at the plant in the 

manufacture of cellulose acetate, acetate staple fiber 
and filament yarns. In addition to such volume as is 
consumed in the operations of the plant, it is planned 
tomarket chemicals and cellulose acetate in Canada and 
foreign countries. The staple fiber and filament yarns 
will be sold principally to the Canadian textile industry. 


Plans of the Celgar Development Company, Limited, 
which were announced immediately following the end 
of the year, for an integrated forest industry in the 
Arrow Lakes district of British Columbia, constitute the 
third phase of the Canadian development program 
which was initiated four years ago. The development, 
which is expected to provide employment for 2,000 
persons in the mill and logging operations, is estimated 
to cost $65,000.000, but this amount may be increased 
by the addition of plywood and board mills. 


Mexican and South American affiliates: Both 
Celanese Mexicana, S.A. and Viscosa Mexicana, S.A., 
two of our affiliates in Mexico, increased their produc- 
tion of acetate and viscose chemical yarns and fibers 
during the year. Production of viscose staple fiber com- 
menced at the plant of Viscosa Mexicana, S.A. and 
provided the Mexican textile industry with a supple- 
ment to the acetate staple fiber produced by Celanese 
Mexicana, S.A. Production of chemical yarn and fibers 
will be further increased during 1952 by both companies. 


Celulosa Nacional, S.A., another affiliate, has completed 
construction of its cellulose plant at Rio Bravo in the 
State of Tamaulipas and has now begun production. 
The plant produces high alpha cellulose from raw cotton 
linters obtained from Mexican cotton. 


Another affiliate, Claracel, S.A., was formed during the 
year for the manufacture of acetate film for packaging 
and wrapping purposes. Equipment was installed in 
a modernized building in Mexico City, with production 
scheduled to start shortly. 


In South America, the construction of the acetate fila- 
ment yarn plant of Celanese Colombiana, S.A., at 
Yumbo, near Cali, Colombia, was completed in record 
time despite difficulties of construction due to the dis- 
tances involved in shipment of equipment. The plant 
was constructed and put in operation in less than twelve 
months. Steps already have been taken to increase sub- 
stantially the initial capacity of the plant and to provide 
for production of staple fiber. 


During the year Celanese Venezolana, S.A. was formed 
and financed jointly by our Company and Venezuelan 
investors, many of whom are leaders in the textile in- 
dustry of that country. Construction on the plant near 

Valencia was started late in 1951 and is proceeding 
rapidly. Plans are also under way for the production of 
viscose filament yarn and staple ‘fiber. 


. From the President's Report, in the 
1951 Annual Report to Stockholders 
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Pattern of Pension Plans 


EFFECTS OF UNION NEGOTIATED PLANS ON SCOPE 


J. V. STRONG 


Vice President, The Wyatt Company, Washington, D. C. 


HE NUMBER OF EMPLOYEES present- 

ly covered by private pension plans 
is estimated to range from 10 to 15 
million. The latter figure would prob- 
ably include employees covered under 
informal plans. Insurance companies 
and trust companies are accumulating 
pension funds at the rate of 1% to 2 
billion dollars a year. Some authorities 
estimate that. on the assumption of al- 
most universal coverage of firms with 50 
or more employees, the reserves under 
private pension plans would eventually 
approach the present size of the national 
debt.' I understand that in some foreign 
countries total Social Security 
have climbed to 30‘% or 40% 
ered payroll. Could this happen here? 


costs 


of cov- 


Executives of trust companies and in- 
surance companies are worried about 
where such huge pension fund reserves 
are to be invested. The search is on for 
new investment outlets. Apartment 
buildings and other types of real estate 
are being built or purchased by pension 
funds. One rubber company even had 
its pension fund purchase a television 
station. 


About 7% of the people are age 65 
or over today and by the year 2.000, 
some 10 to 15‘ of the population will 
be age 65 or over.” However, if the pres- 
ent birth rate continues this latter esti- 
mate may need to be scaled down a bit. 


Negotiated Pension Plans 


With respect to coverage, Unions have 
negotiated three types of plans: namely, 
company-wide, area-wide, and industry- 
wide. 

Company-Wide Plans 


Usually the Union representing the 
majority of a company’s employees has 
taken the lead in negotiating pension 
plans. However, if there are a large 
number of Unions involved, a joint com- 


From address before Baltimore Life Insurance 
Trust Council, December 1951. 


See Pensions 1949 by D. C. Bronson. TSA Vol. 
1, 1949. 


“Senate Document No. 44, 1951, p. 23. 
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mittee may be appointed to work out 
a pension demand that will be acceptable 
to the Unions involved. In multi-plant 
companies the same plans or similar 
ones may be extended to other plant lo- 
cations, even though in some instances 
these other plants may not be unionized. 

Company-wide negotiated pension 
plans may be financed by a stipulated 
cents-per-hour contribution made by the 
employer or the plan may merely pro- 
vide that the company will make such 
contributions from time to time as are 
sufficient to provide the intended bene- 
fits without any mention of the cents- 
per-hour cost of the program. The ma- 
jority of these newer plans appear to be 
financed on a non-contributary basis. 
However, in some instances, particularly 
if an A.F.L. Union is involved. the em- 
ployees may also contribute to the cost 
of the programs. 


Area-Wide Plans 


These plans are usually confined to 
the employers in a given community 
whose employees belong to the same 
Union. Each member employer contri- 
butes to a central fund on a uniform 
basis. This arrangement permits an em- 
ployee to change jobs among member 
companies without losing his accrued 
pension benefits. The reasons why some 
employers 
plans are as follows: 


oppose area-wide pension 


: 


NOW, PAW, DONT FERGIT— 

A NEW TUBE FER TH’ TELLY 

SET, AN’ IF THERES ANYTHIN' Fae 
|] LEFT GITACANC BEANS) fe 

FER SUPPER. AN’ WHILE 

YER GITTIN’ TH’ TUBE, ASk 

TH’ MAN WHEN WE KIN FS 

ORDER ONE O' THEM COLOR [FE 
mA TELLY SETS 


ot 


THE DAY THE PENSION 
CHECK IS DUE 





1. Under an area or industry-wide fund, 
there is a possibility that younger and 
more efficient organizations (because of 
low average age) would pay, at least initi- 
ally, part of the cost of pensions for em- 
ployees of higher average age in older and 
perhaps less efficient organizations. 


2. The standard provisions of the central 
fund might prevent an organization from 
developing a plan that would fit its particu- 
lar needs, 


3. Pressure by the Union to control the 
fund and its operation might work to the 
disadvantage of participating employees 
and perhaps to some Union members. 


1. The cost of supporting an area-wide 
fund might place some participating com- 
panies at a disadvantage with competitors 
in other areas. 


5. Since area or industry-wide pension 
result in full 
employees continue to work for participa- 
ting employers, each employer's cost would 
tend to be greater than would be the case 
if individual plans were established which 
provided for limited or no vesting. 


funds vesting so long as 


Area-wide types of pension plan may 
be found in the milk, the tool and dye, 
the brewing, stevedoring. building 
trades and other industries. 


Industry-Wide Plans 


These plans are not strictly industry- 
wide in that they are usually confined 
to the members of a particular interna- 
tional Union. Industry-wide plans are 
similar to area-wide plans except that 
they operate more on a national scale. 
In other words, an employee covered 
under an industry-wide plan would be 
able to move from city to city and still 
remain covered and actually “carry on 
his back,” so to speak, his accrued pen- 
sion benefits. Again there is 100° vest- 
ing so long as the individual remains 
within the scope of the industry-wide 
plan. Under these plans, employers (and 
sometimes employees also) make con- 
tributions to a central fund on a uni- 
form basis. So-called industry-wide 
funds may be found in such industries 
as coal mining, among A.F. of L. elec- 
trical workers, and in ladies’ and men’s 
garments. 
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Characteristics of Negotiated Plans 
Eligibility Requirements 

In most industry or area-wide plans, 
and also in plans negotiated with indi- 
vidual employers, there is seldom a 
waiting period for participation, How- 
ever, employees must meet certain re- 
quirements at retirement age to qualify 
for a pension. For instance, the plan 
may require that employees work for a 
particular company, a member com- 
pany, or within an industry for a pe- 
riod of 20, 25, or 30 years before they 
are eligible for a full retirement benefit. 
and proportional reduced benefits are 
payable for fewer years than the stipu- 
lated number. 


The fact that negotiated pension plans 
have no waiting period for participation 
may well affect the waiting period of 
pension plans adopted by individual em- 
ployers who are not unionized. Further- 
with 
plans who now have a “years of service” 
and/or “age requirement” for member- 
ship may wish to reduce or eliminate 
such requirement in the light of recent 
developments. 


more, some employers salaried 


Traditionally the major function of 
eligibility requirements is to reduce ex- 
penses and to limit coverage to those 
employees most likely to remain with 
the employer until retirement date. This 
seems logical, but let us examine an 
illustration. Suppose an employer has a 
contributory pension plan covering his 
salaried people and employees must have 
> years of service and attain an age of 
30 for participation. Assume further 
that wage employees are covered by a 
non-contributory plan which does not 
have a waiting period. Although it may 
be argued that an employee under the 
age of say. 30, places little value on 
being covered by a pension plan, just 
the same the employer is placed at a 
psychological disadvantage in‘ telling a 
new salaried employee (who may _ be 
earning about the same as some of the 
wage employees) that he will have to 
wait until he is age 30 and has 5 years 
of service covered 
under the pension _ plan. 
Furthermore. where there is such dis- 
parity between the pension plan for 
wage employees and one for salaried 
employees, the company may be faced 
with a difficult personnel problem in at- 
tempting to transfer a wage employee to 
a salary basis or vice versa. 


before he can be 


company s 


Benefit Formulas 


The benefit may be a flat amount. 
For example, such as $125 per month 


Marcu 1952 


inclusive of the Social Security benefits, 
or a flat amount such as $1.50 per year 
of service with a maximum of 30 years 
of credited service. On the other hand, 
the benefit may be geared to earnings 
and service, and also contain a flat min- 
imum amount, such as is the case in 
the so-called Bethlehem formula. 


There are some indications that the 
flat benefit in negotiated plans may be 
used more and more as a minimum 
benefit, and that additional benefits 
will be requested based on service and/ 
or earnings. However, the flat benefit 
concept in negotiated pension plans has 
already affected the type of benefit for- 
mula many companies use for their sal- 
aried employees, with earnings under 
$3,600 per year. Many employers feel 
that it is good industrial relationship and 
personnel policy to avoid different types 
of pension plan formulas for salaried 
and wage employees. 


V esting 


When pension benefits became sub- 
ject to collective bargaining. new im- 
petus was given to the following two 
propositions: (1) that failure to vest 
employer's contributions in an employee 
who terminates employment tends to re- 
strict the mobility of labor: and (2) 
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staff, facilities, vaults, quarters and equip- 
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that employer contributions to a pension 
plan are deferred wages. 


A large number of pension plans ne- 
gotiated with individual employers do 
not have any type of vesting prior to 
disability, early, or normal retirement. 
Pressure for area-wide pension plans 
may encourage individual employers to 
give more consideration to the vesting 
of accrued pension benefits when an 
employee terminates employment. 
Furthermore, if Unions stress the de- 
ferred wage concept they may argue 
that even in non-contributory pension 
plans the employee pays for his own 
pension through “forced savings” and 
that any pension accumulations should 
be set aside as a deferred pension or 
paid to him in cash when he terminates 
employment. The latter form of vesting 
would be extremely expensive. 


Level of Pension Benefits 


Both employers and Unions appear 
to agree that, to be effective, a pension 
benefit should bear a reasonable rela- 
tionship to the earnings received by 
an employee during his last few years 
prior to retirement. The objective 


sought by many employers is to provide 
a long service employee with a pension 
benefit, together with Social Security, 





ECURITY- FIRST 
NATIONAL BANK 


OF LOS ANGELES 


Head Office: Sixth & Spring Streets 
Los Angeles, California 
Telephone: MUtual 0211 


199 





of approximately 40 to 50% of final 
compensation, with perhaps a somewhat 
higher benefit for low paid employees. 

Two methods are used to compute 
the benefit. For example, an employee 
may receive as a pension 114% of each 
year’s pay for each year of service at 
retirement. This is often called a “career 
average plan.” Under the second, 114‘; 
of the employee’s average pay during 
the last five or ten years of employment 
is multiplied by his years of credited 
service at retirement to determine his 
pension. Among the negotiated pension 
formulas, the Bethlehem formula is of 
this latter type, using a 1% rate and 
including Social Security. 

A unit of as much as 2% per-year-of- 
service is usually considered a very 
liberal pension benefit. Yet some com- 
panies with career average 2% plans 
are supplementing payments under them 
because the pensions are inadequate. 
For instance, an employee with 30 years 
of*credited service under a 2% career 
average plan would receive 60% of his 
average career pay, but this may be 
only 20% or 25% of his final pay. Be- 
cause Of the effect on pay levels of 
normal pay increases with age, accentu- 
ated by inflation, many companies are 
converting their pension formulas to a 
final pay basis. 

In negotiated plans with a flat pension 
benefit, we are likely also to see pressure 
to raise the level of benefit. This has 
already happened in the case of Ford 
and Chrysler. 


Employee Contributions 


The great majority of the negotiated 
plans are non-contributory. In many 
instances, these plans have been viewed 
by Union leaders and their members as 
in lieu of a wage increase. If the cost 
of the pension plan is figured in cents- 
per-hour, it is difficult to argue that 
the employee should make further con- 
tributions to the pension plan. Further- 
more, some of the benefit formulas in 
these plans take into consideration So- 
cial Security benefits, and they are in 
a sense contributory because the em- 
ployees do contribute toward their So- 
cial Security benefit. 

There are two other rather potent 
reasons why so many non-contributory 
pension plans are being adopted. In the 
first place, many employers are them- 
selves anxious to secure 100% partici- 
pation so as to avoid anyone being left 
out of the plan and later turning up as 
a pension problem. The other reason is 
being given the most “play” currently; 
the employers contributions to a pension 
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plan are not taxable either to the em- 
ployer or employee (until they are re- 
ceived by the employee), while em- 
ployees contributions are made from 
taxable pay. 

Some employers with contributory 
plans covering their salaried people are 
beginning to question the advisability 
of continuing them on that basis when 
their wage employees are covered under 
a non-contributory plan. Some employ- 
ers even feel that to perpetrate such dis- 
crimination may be an invitation for 
the formation of a Union among their 
salaried employees. Again, there is a 
problem of transferring employees from 
a wage status to a salaried, and vice 
versa. To mitigate this situation, em- 
ployers who like the contributory prin- 
ciple put in a base plan of a non-con- 
tributory type, with a supplementary 
contributory plan in respect of salary 
in excess of $3,600. 


Retirement Age 


Currently many Unions appear to be 
opposed to a fixed retirement age. They 
contend that an individual should be 
permitted to choose between retirement 
and remaining on the payroll past his 
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Pennsylvania bankers are distributing edu- 
cational material emphasizing the introduc- 
tion of banking to youngsters. This program 
is managed by the PBA Public Education 
Committee, under Chairman S. H. Chelsted. 
vice president, Peoples First National Bank 
& Trust Co., Pittsburgh. Its general objective 
is to present banking in its true light, 
through a human interest approach to bank 
customers and the general public. Current 
theme of the campaign, broadcast by means 
of 4-color lobby posters (above), statement 
enclosure folders and newspaper ads, is 
“Start "Em Young.” Many banks are co- 
operating to run a joint advertisement over 
their combined signatures. 





normal retirement date. However, some 
of the negotiated plans do have a man. 
datory retirement age, although it may 
be above the age of 65. Other Unions 
advocate a sliding scale on retirement 
ages. For instance, an employee may be 
permitted after he has acquired a stipu. 
lated number of years of service, such 
as 25, to retire at his own option, be. 
tween the age of 60 and 65. Between 
ages 65 and 68, he may be retired with 
the mutual consent of the employer and 
the Union. After attainment of age 68, 
the employee may be retired at the em. 
ployer’s option. 

The question of the selection of one 
or a series of retirement ages will have 
to be re-examined. Certainly in the pres. 
ent tight labor market, most employers 
are not arguing with the Union as to 
when they should retire an employee. 
As a matter of fact, many companies 
are recalling some of their retired people. 

In summary, we might mention the 
following trends in pension plans. First, 
there may very well be a gradual spread. | 
ing of the area-wide and perhaps even 
industry-wide pension plans. Secondly, 
primarily because of these plans, there 
is likely to be a greater and greater 
interest shown in vested benefits, Third- 
ly, the trend is probably toward shorter 
waiting periods for participation. 
Fourthly, pension plans are likely to 
spread to smaller organizations. Fifthly. 
pressure will continue for higher and 
higher pension benefits. The cost of 
pension plans is likely to move in only 


one direction— upward. 


A AA 


Economic Prospects for 1952 

New records in the current year are 
likely in production, employment, per- 
sonal income, consumer spending and 
other measures of economic activity, in 
the opinion of Roy L. Reierson, vice 
president of the Bankers Trust Co. of 
New York, expressed in a recent survey. 
The increases, however, will probably 
be less than noted in the change from 
1950 to 1951. Unless international de- 
velopments, which cannot be forecast 
with confidence, bring on inflationary 
stampedes, no violent price pressures are 
anticipated but the rising defense pace 
will probably bring further inroads 
upon the civilian economy. 

Dr. Reierson believes that capital out- 
lays for plant and equipment will con- 
tinue high, with a new peak possible. 
While corporation profits may feel the 
pinch of higher costs and taxes, the gen- | 
eral dividend level will probably not be | 
affected in major degree. 
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his Man! 


Do Yu — 


— He may be a bank trust officer. 
— Or, maybe he is in the insurance game. 


— In either case, his sales record is undoubt- 
edly an outstanding one as he uses big 
hooks only, leaving the minnows to the 
other fellows. 


— Most important, he is not afraid of a tough 
selling job if the compensation is “right”! 


Since he is probably not actively seeking a new 
connection, if you know him won’t you call this ad to 
his attention? He will almost certainly recognize us as 
the oldest (1925) and largest Estate Planning and 
Financial Advisory organization in the country serving 
wealthy individuals exclusively. But, we are still grow- 
ing and know the value of a good new business man! 


If he will get in touch with us, he will like our 
proposal. 


Reply to: 
Box H-23-1 — Trusts and Estates 
50 East 42nd Street 
New York 17, New York 


2Ut 








ADEQUATE FEES 
for Regular aud Special » = hb, me 


C. H. OWENS 


Trust Officer, Commerce Trust Company, Kansas City, Missouri 


HEN YOU ARE SATISFIED with the 
wa, and economy of the trust 
department’s operations and with the 
soundness and practicality of depart- 
mental policies, you should direct at- 
tention to the management of small trust 
accounts, as the success of efforts to 
make the trust department earn a fair 
return will be determined to a large ex- 
tent by the method adopted for the 
handling of such accounts. The first step 
may be an attempt to obtain coopera- 
tion of the bar in simplifying wills and 
trust agreements. The administrative 
time necessary in determining the effect 
of complicated trust provisions is most 
expensive. Trust instruments might well 
approach in simplicity the optional 
settlements of the insurance companies. 

It is equally necessary to handle the 
investment of small trusts in such man- 
ner as will provide careful attention, di- 
versification and proper income yield 
with an efficient and inexpensive opera- 
ting procedure. The Common Trust 
Fund seems to fulfill these requirements. 
For those who for some reason do not 
want to establish a Common Trust Fund 
there is an alternative method used by 
some trust companies, which involves 
the grouping of their small trusts, elim- 
inating those involving co-trustees. in 
order that a select list of securities be 
approved for the group. This obviates 
the necessity for making an analysis of 
the respective trusts whenever it is 
thought desirable from an investigation 
of the security to increase or eliminate 
it from the portfolio of the respective 
accounts. Such procedure results in a 
relatively small list of securities which 
can be closely watched and to a much 
better advantage than a large unwieldy 
list. 

Any careful study of the situation 
brings us to the conclusion that the 





From paper at Bank Management Conference, 
sponsored by Missouri Bankers Association, Uni- 
versity of Missouri & State Department of Finance, 
at Columbia, Mo., February 1952. 
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trust corpus must bear a larger share 
of the trust expense, and that in order 
to receive fair compensation fees must 
be placed on a “Pay-As-You-Go” basis. 
(1) A portion of the trustee’s fees is ap- 
plied against principal annually rather 

than at termination date, and 


(2) When the trust institution is serving 
as co-trustee its compensation is not 
to be reduced below that which it 
would receive for acting as sole trus- 
tee. Such compensation as may be due 
the co-trustee should be in addition 


to that of the trust institution, and 


Additional charges should be made 
for special or unusual services. 


(3) 


Fees Compared 


A comparison of trustees’ fees with 
those of investment counsellors may be 
of interest. Their services contemplate 
solely the furnishing of investment ad- 
vice. They do not have the responsibility 
of custodianship nor do they perform 
any of the numerous functions required 
of the corporate trustee. The investment 
counsellor’s charges in most instances 
are on the basis of one-half of one per 
cent per annum on the principal. $100.- 
000 account would produce to the in- 
vestment adviser a fee of $500 which is 
in excess of the annual charge for the 
administration of a $100,000 trust. It 
may be argued that frequent switches in 
investments result in substantial profits 
in excess of the counsellor’s fees, the 
inference being that the trustee performs 
merely a ministerial duty and hence is 
not entitled to comparable compensa- 
tion. This contention, of course, is ab- 
surd. The investment policy followed 
by corporate trustees generally is more 
conservative than that of most invest- 
ment counsellors, a trustee’s primary 
interest being the conservation of prin- 
cipal and not speculation. 


It is interesting to note the variation 
in methods used by trust institutions in 
various sections of the country in com- 
puting compensation. Eastern trust com- 
panies for the most part, since the 


“CRUSADE OF Rospert CUTLER,” presi- 
dent of the Old Colony First Trust Co. 
of Boston, for higher charges and fees* 
are leaning toward a charge on both 
principal and income. In the mid-conti- 
nent area about one-half appear to do 
likewise while the remainder charge on 
principal only. Reports from the west 
indicate that practically all charges are 
on the basis of the principal account. It 
would seem the sounder plan is to base 
the compensation on both principal and 
income because in times of depression. 
when the market value of securities may 
be low, compensation based entirely on 
principal might be out of line with the 
work performed. 


Special Services 


Use of the expression “extraordinary 
services’ in our schedules for too many 
beneficiaries or trust prospects suggests 
something mysterious. and they have 
visions of something disastrous happen- 
ing to their accounts that might require 
a tremendous amount of work on the 
part of the trustee. For this reason if 
for no other it would more de- 
the 
“unusual” rather than extraordinary. 


Special or unusual services include: 


seem 


sirable to use term “special” or 


Extensive repairs to, or the rehabilita- 


tion of improvements on real estate, 
The 


term leases, 


negotiation and making of long 

Payments of living and other expenses 
of a trust beneficiary rather than making 
such distributions direct to the beneficiary, 


Management of a_ controlling interest 
in a business, 
Handling the assessment of estate, in- 
heritance and other taxes. 

We frequently perform services of a 
personal nature to our beneficiaries for 
which we are not compensated; ser- 
vices in addition to the routine admini- 
stration of a trust. It is the kind assist- 
ance we give to widows, the talks with 


*See April 1949 Trusts AND ESTATES 204. 
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fatherless children, conferences in the 
homes in connection with their opera- 
tion, the possible selection of schools 
for minor beneficiaries, and numerous 
other matters. Our relationship with the 
beneficiaries is not a cold business deal; 
it cannot be measured in dollars. This 
character of service most often is not 
given proper consideration in the figur- 
ing of costs; yet. it is perhaps the most 
important part of the undertaking. Cer- 
tainly, it is the type of service that 
the appeal to 
grantors and testators and for which 
they should be 


should have greatest 
most willing to com- 
pensate the trustee. 

A fair estimate of the cost of unusual 
or special services can be determined by 
ascertaining the amount of time of the 
particular officer devoted to the task 
and figuring the value of this time based 
on his salary. To this should be added 
any direct charges that can be so allo- 
cated plus the customary fifteen per cent 
for overhead. To this total should be 
added a fifty per cent mark-up as a fair 
profit. 

Flexibility is an important qualifica- 
tion in a fee schedule. In using our 
schedule as a yardstick, we apply in- 
creases on a percentage basis where ac- 
livity or exceptional responsibility just- 
ifies a larger fee. We do not subscribe to 
the philosophy of flat rates of compen- 
sation, but prefer the concept of com- 
pensation on a “professional basis” 
along the line advocated by Mayo Shat- 
tuck in his address the Mid- 
Winter Trust Conference in 1951.* 
Rarely will a customer complain if the 
fee reflects the quality and nature of 
the services rendered. 


before 


| close with the solemn admonition 
against the any trust 
business on a basis which disregards 
the fee to be 


acceptance of 


costs in determining 


charged. 


*See Feb. 1950 Trusts ANp ESTATES 92 at 122. 
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YOUR BANK 
IN CONNECTICUT 


WE OFFER you cooperation and the benefit of 
our long experience in bank and trust matters. 


THE STAMFORD TRUST CO. 


Member Federal Deposit Insurance Corporation 





Employees of Chicago Title & Trust Co. who won awards in the company’s suggestion 

system during 1951. These suggestions have resulted in improvements in procedures and 

methods affecting varied operations of the company. which is engaged exclusively in 
title and trust work. 


Bank Embezzlements Increase 


During 1951 there were 638 cases of 
embezzlement in United States insured 
banking institutions, against 270 in 
1946, according to a recent compilation 
in U. S. News and World Report. Totals 
stated but 
stantial in the aggregate. Although all 
sums have been made good without loss 
to depositors. the disquieting fact re- 
mains that the 1951 
embezzlement in nearly one out of each 


involved are not are sub- 


record means an 
twenty banks. which poses the question 
of the extent of decline in moral stand- 
ards in this country. 


Bank staff emplovees tend to limit 
their peculations to smaller amounts 
while the and 
schemes involving substantial sums are 
more apt to be master-minded by offi- 
cers. The tighter controls and internal 
auditing systems of the large metro- 
politan institutions restrict opportuni- 
ties for continuing irregularities which 
are often present in the smaller bank 


larger more devious 


or in the “one-man” organization: hence 
defalcations in the larger banks are 
usually of an impulsive type and non- 
recurring, even though any one may 
involve a substantial sum. 









300 Main Street 
Stamford, Connecticut 


In addition to the ever-present temp- 
tation of “something for nothing,” the 
salary scale prevailing in banks through- 
out the country is cited by the magazine 
as a contributing factor. although no 
evidence to that effect is presented. Be- 
fore taxes. the average official pay in 
1939 was $3,600 and that of the em- 
ployee $1,450, which rose by 1950 to 
$6,200 and $2,400, respectively. or some 
65°C, against a 138% average increase 
in all industries. 


MEREDITH 
GALLERIES 


110-114 East 58TH STREET 


NEW YORK 22, N. Y. 
PLaza 3-0572 


SALES AT PUBLIC AUCTION 
FOR ESTATES OR INDIVIDUALS 


ANTIQUES, FURNITURE, 
FURNISHINGS, PORCE- 
LAINS, PAINTINGS, 
RUGS, SILVER, JEWELRY, 


etc. 


LITERARY PROPERTIES. 
ACCEPTED APPRAISERS 
FOR INHERITANCE TAX, 
INSURANCE, etc. 


Bank References Upon 
Request 


Under the Personal Supervision 
of 
Mr. BRADLEY DELEHANTY & 
Mr. STANLEY SOLON 
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Chicago Fiduciaries and 
Councilmen Hear Trachtman 


More than 200 trustmen attended a 
special meeting of the Corporate Fidu- 
ciaries Association of Chicago on Feb- 
ruary 14 to hear Joseph Trachtman, 
nationally known speaker and writer on 
Estate Planning, and New York editor 
of Trusts AND Estates. Mr. Tractman’s 
topic, discussed informally, was “A 
Lawyer Looks at Trust Companies.” He 
added up all the advantages and dis- 
advantages of corporate fiduciaries, and 
showed how the problem is never 
“Should A Corporate Fiduciary be 
Named” but always is “How Is The 
Corporate Fiduciary to be Used? How 
can we take advantage of the things it 
does well—how can we avoid or mini- 
mize some of the things which it does 
not do so well?” 


On points Mr. Trachtman gave the 
verdict to the corporate fiduciary, and 
made some practical suggestions for the 
promotion of new business that would 
be repeat business and would stick. Po- 
litely, but firmly, he chided some of the 
over-zealous “Estate Planners.” 


After the meeting, presided over by 
Louis W. Fischer, Association president 
and vice president, American National 


Py 


ye 


IN FLORIDA 


te 


EMBER FEDERAL DEPOSI 
Ti 


Bank and Trust Co., Mr. Trachtman re- 
marked that on the basis of his experi- 
ence all over the country he was sure 
that nowhere was there such good fel- 
lowship and such good cooperation as 
prevailed among Chicago trustmen. 


On the following day, Mr. Trachtman 
addressed a luncheon meeting of the 
Chicago Life Insurance and _ Trust 
Council at the Hotel Sherman, attended 
by over 200 persons and presided over 
by President Joshua B. Glasser, of the 
Continental Assurance Co. Mr. Tracht- 
man complimented the Council for not 
calling itself an “Estate Planning Coun- 
cil,” stressing the danger too much pre- 
occupation with the technicalities and 
immensities of Estate Planning—as if 
it were a separate art or science. There 
is a risk that such pre-occupation re- 
sults in overlooking the real objectives 
of proper planning—which is concerned 
with human beings and human prob- 
lems. What the planner should not over- 
look is how to make the money promote 
the welfare of the family. 


Mr. Trachtman said that the greatest 
problem is how to make the client think 
about that is completely 
foreign to all his previous experience 
and that means giving the client a 
chance to talk. Perhaps the client ought 
to be asked to be like the talkative old 
lady who was admonished not to speak 
until she thought. She said, “How can 
I think before I speak until I hear what 
I say.” They talk too much, or too 
little—but the main thing is to give 
them a chance to talk. 


something 


The folly of relying exclusively on 


“techniques,” was sketched by _ the 
speaker. With a poem called “The Cy. 
bernetic Surrogate,” the noted author 
and lecturer illustrated that proper es. 
tate planning can never be done by 
“thinking-machines” and with a few ex. 
amples he showed how the really im. 
portant job, in the last analysis. has 
to be done by the client himself—that 
his professional advisers can only guide 
him. 

To demonstrate that he was equipped 
to deal with the techniques on_ their 
own ground, and not to disappoint those 
who wanted a few gimmicks, Mr. 
Trachtman some suggestions 
about a funded insurance trust arrange- 
ment by which a good sized package of 
capital could be passed down to several 
generations with no one paying any in- 
heritance taxes at any stage, and with 
income taxes brought down to the low. 


made 


est possible level. He also made a few 
suggestions about the use of powers of 
appointment and “common disaster” 
clauses. 
A & A 

Trusteed Homes in Danger 

The stately homes of England, after 
rocking the finances of former owners, 
are now doing the same for the National 
Trust. Trust’s deficit for 1950 reached 
£56,000, compared with £31,000 in 
1949, Expenditure has risen with in- 
flated 
while income from investments has not 
risen correspondingly; and free legacies 
produced a disappointingly small sum. 
The 50-year-old Trust which once stood 
at £90,000, will be exhausted this year. 


repair and maintenance costs, 


Estate settlement problems 


Beneficiaries 


Real Estate Holdings 


in Rhode Island? 


Financial Interests 


Estate Creditors 


Call on New England’s oldest trust company for competent, 


cooperative assistance with any fiduciary matter. 


@ Sthode Island 
Hospitat Trust ComPANY 


HEAD OFFICE I$ WESTMINSTER ST., PROVIDENCE f, R. I. 
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Panel on Fiduciary Taxation 





CONSEQUENCES OF POWER TO CONSUME PRINCIPAL 


ARTHUR B. WILLIS 


Member of California State Bar, Los Angeles 


TN DRAFTING TRUST PROVISIONS, the 
ee common difficulty, from a tax 
viewpoint, is that the grantor gives too 
little and he or his estate is taxed be- 
cause of the economic rights and inter- 
ests which he retained. The question 
here involves the converse situation 
where the donor gives too much. 


The reason for this dilemma is ob- 
vious. To avoid a duplication of estate 
tax upon the wife’s subsequent death, 
the husband does not wish to leave the 
property to her outright. He does, how- 
ever, wish to provide the elasticity and 
the relative economic certainty of an 
outright transfer to his wife in order 
to protect her from shrinkage in earn- 
ings, increases in the cost of living, ill 
health, and other unforeseen contingen- 
cies. To achieve the desired flexibility. 
the will frequently contains a provision 
for invasion of corpus of the testamen- 
tary trust for the benefit of the wife. 
How liberal may the draftsman of the 
will make the provisions of the invasion 
clause involved in 
potential estate tax problems upon the 
wife's subsequent death? The problem 


before we become 


is essentially the same in considering 
the income tax question. 


Income Tax and Ascertainable 
Standards 


To discuss the estate and income tax 
problems of the surviving spouse’s 
power to invade the trust corpus re- 
quires use of the past tense, the present 
tense and the future tense. On the in- 
come tax, the past is largely made up 
of judicial legislation, which has sub- 
stantially extended the concept of Sec- 
tion 22(a) so that it is now recognized 
as a very broad catch-all provision. In 
the now famous Clifford case,' the Su- 
preme Court taxed to the grantor the 
income of a trust because he had re- 
tained such complete control of the 
trust as to be, for all practical purposes. 
the owner of the income. It was a nat- 
ural step for the courts, at the insistent 
urging of the Commissioner of Internal 





'Helvering v. Clifford (1940) 309 U.S. 331, 60 
S. Ct. 554. 
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This article continues the series of an- 
swers, begun in the January issue, to 
questions submitted to the Panel on 


Fiduciary Taxes, sponsored last year by 
Title Insurance & Trust Co. of Los An- 
geles. The material has been brought up 
to date. 





Revenue, to carry this concept a step 
further and to tax the income of the 
trust to a person other than the grantor. 
where such person has a power exer- 
cisable solely by himself to vest the trust 
corpus or trust income in himself.” In 
December, 1945, the regulations were 
amended to specifically incorporate this 
judicial doctrine.* This amendment ap- 
plies only to taxable years beginning 
on or after January 1. 1946. 


A problem that is still left to the 
courts under the Commissioner’s regula- 
tions is the question of whether the par- 
ticular language of the trust instrument 
gives the beneficiary the sole power to 
vest the corpus or income in himself or 
whether the language used sets up 
standards that are measurable by ex- 
ternal conditions. Thus, in the Funk 
case’ where the husband was trustor 
and the wife trustee, the instrument 
gave the wife, as trustee, power to pay 
all or any portion of the net income to 
the husband or the wife “in accordance 
with our respective needs.” Any undis- 
tributed portion was added to the trust 
corpus and thereafter the wife had no 
power to distribute that amount. The 
corpus, including the undistributed in- 
come, was distributable upon the hus- 
band’s death as he saw fit. The Circuit 
Court concluded that the withdrawal 
by the wife “for her needs” was sub- 
ject to a standard of measurement, so 
that the amount of withdrawals that she 
might make for herself and her hus- 


2Richardson v. Comm. (2nd Cir. 1941) 121 F. 
(2d) 1, cert. denied, 314 U.S. 684, 62 S. Ct. 188; 
Jergens v. Comm. (5th Cir. 1943) 136 F. (2d) 497, 
cert. denied, 320 U.S. 784, 64 S. Ct. 192; Mallinck- 
rodt v. Nunan (8th Cir. 1945) 146 F. (2d) 1, cert. 
denied, 324 U.S. 871, 65 S. Ct. 1017. 

3Regulations 111, Section 29.22 (a) - 22 as added 
by T.D. 5488, 1946-1 CB 19. 


‘Funk v. Comm. (3rd Cir. 1950) 185 F. (2d) 127. 


band was not left to her absolute and 
complete discretion. 


If the proposition of “ascertainable 
standards” is a basic factor in the taxa- 
tion of trust income where a benefici- 
ary is given the power of invasion, one 
need only look at the large volume of 
decisions dealing with the subject of 
the estate tax deduction for a charitable 
remainder following a life estate with 
a power of invasion. to realize that 
there is indeed a most substantial por- 
tion of the law affecting taxation of a 
power of appointment given to a wife 
that must be resolved by the courts. 


Standards for Estate Tax 


In estate taxation, our primary at- 
tention is focused on the future. Prior 
to the 1942 amendments. the Commis- 
sioner was attempting to include the 
trust corpus in the estate of the benefici- 
ary having a broad power of invasion 
on the ground that the beneficiary was 
substantially the owner and, conse- 
quently, the corpus should be included 
under the provisions of Section 811 (a). 
Such efforts having failed.’ the Com- 
missioner changed his attack and, with 
the Revenue Act of 1942, renewed the 
assault. Under these 1942 amendments,® 
the distinctions between general and 
special powers were eliminated as were 
the distinctions between the exercise 
and non-exercise of a power of appoint- 
ment. If the power of appointment was 
not one of the specifically enumerated 
exceptions, the statute provided that the 
value of the property subject to such a 
power was includible in the gross estate 
of the donee of the power, regardless 
of whether or not he exercised the power. 
The regulations made it clear that 
powers other than those containing 
words which expressly designate them 
as being powers of appointment come 
within the statutory concept of “powers 
of appointment” for estate tax purposes. 

5Helvering v. Safe Deposit and Trust Co. (Rey- 


nolds Estate, 1942), 316 U.S. 56, 62 S. Ct. 925; Es- 
tate of Gertrude Royce, 46 BTA 1090. 

®Section 403(a), Revenue Act of 1942, completely 
revised Section 811(f) of the Internal Revenue 
Code. 
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The regulations stated, “For example, if 
a settlor transfers property in trust for 
the life of his wife, with a power in the 
wife to appropriate or consume the prin- 
cipal of the trust, the wife has a power 
of appointment.” 


This situation was still not very satis- 
factory. In the absence of an express 
provision in the statute that a power 
of invasion was a power of appoint- 
ment, a question was bound to arise 
with respect to the validity of the regula- 
tions. To date, no cases have been de- 
cided on this issue, but, in at least one 
well written and convincingly argued 


TRegulations 105, Section 81.24(b) (1). 


| POR 
| TRUST 
SERVICE 


DETROIT 


and 


MICHIGAN 


NATIONAL BANK 
OF DETROIT 


32 BANKING OFFICES 


Member Federal Deposit Insurance Corporation 
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article,* it was suggested that in view of 
the obvious care exercised in the draft- 
ing of the law, it was proper to chal- 
lenge the extension of the statutory 
language by the regulations to a power 
of appointment. 


Section 811(f) was completely re- 
written by the Powers of Appointment 
Act of 1951 (H.R. 2084). As amended, 
the statete requires the inclusion in the 
decedent’s gross estate of any property 
as to which at the time of his death he 
had a general power of appointment 
created after October 21, 1942. It is 
with little remorse that { leave to an- 
other paper and another author a com- 
prehensive examination of the entire 
subject of powers of appointment. This 
paper is confined to the special prob- 
lem of the provisions in favor of the 
surviving spouse that may be included 
in a testamentary trust, without requir- 
ing the inclusion of the trust in the 
taxable gross estate upon the subsequent 
death of the surviving spouse. 


A general power of appointment is 
defined as, “a power which is exercis- 
able in favor of the decedent, his estate, 
his creditors, or the creditors of his es- 
tate;” with certain exceptions. One ex- 
ception is where the power to consume. 
invade or appropriate property for the 
benefit of the donee of the power “is 
limited by an ascertainable standard re- 
ferring to the health, education, sup- 
port, or maintenance of the decedent.” 
This provision necessarily leaves open 
for decision by the courts the problem 


8Ervin, Beneficiaries’ Power to Invade, 2 U.S.C. 
Tax Institute 489 (1950). 
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to serve 


Rochester, N. Y. 


of what constitutes “an ascertainable 
standard.” Quite probably the courts 
will refer for precedents to cases involv. 
ing the estate tax deduction for a chari- 
table remainder where the life tenant has 
the power of invasion. 


Another statutory exception to the 
definition of a general power is a 
power of appointment exercisable by 
the decedent only in conjunction with 
another person, having a substantial 
adverse interest in the property. 

It cannot be stated that there is yet 
in sight an end to uncertainty in cases 
involving the taxability of the trust cor. 
pus where the widow is given a power 
of invasion. The shifting sands of legis- 
lation may establish new rules for play- 
ing this game of legal chess, but in the 
final analysis, even under the new legis- 
lation, there will continue to be a large 
tax premium for careful and informed 
draftsmanship. 


A A A 


Monetary Policy to Combat 
Inflation 


Ten recommendations for the utiliza- 
tion of monetary powers to combat in- 
flation are set forth in the National Plan- 
ning Association’s Special Report No. 
31. Representing the thinking of seven- 
teen economists on a highly controver- 
sial subject, the statement is limited to 
broad principles designed for use dur- 
ing the present defense expansion pe- 
riod in the belief that monetary policy 
should play a more active role in infla- 
tion control. 
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“POUR OVER” TRUSTS 


A RENEWED WARNING TO DRAFTSMEN 


MAYO ADAMS SHATTUCK 


Haussermann, Davison & Shattuck, Boston 


OME TIME AGO I borrowed what | 
~ then considered. and now consider, 
a sound idea from Austin Scott and 
undertook to translate that idea into an 
arrangement which would be useful for 
estate planning draftsmen. The idea was 
that the revocable inter vivos trust 
should be used as the central document 
in an estate plan and that the residuary 
probate estate of the grantor might, 
under certain circumstances, be “poured 
over” into the revocable trust upon the 
death of the grantor. The virtues of the 
revocable trust had always impressed 
me; they impress me more and more 
emphatically as 1 go along. The prob- 
lems connected with the “pour over” 
technique were obvious. The legal ques- 
tions came down essentially to two: 

1. Does the revocable inter vivos 
trust occupy a secure non-testa- 
mentary position at law? 

2. Does the “pour over” technique 
fail because of essential conflict 
with the Statute of Wills? 

I tried to point out these dangers both 
in my original enquiry and in my Es- 
tate Planner’s Handbook.' I considered 
the danger points from the standpoint 
both of Massachusetts law and the law 
outside Massachusetts. The problems 
were particularly interesting because the 
doctrines of incorporation by reference 
and of non-testamentary significance 
were both involved and, while those 
points had been examined with authori- 
tative care by Austin Scott, the number 
of cases was small and, to a consider- 
able degree, discouraging. 

Within tne past year, two authors, 
Lauritzen* and Palmer*, have written 
law review articles which have discussed 
these problems and have sounded warn- 
ing notes. There has not been substan- 
tial agreement on all points. For ex- 
ample, Palmer stated at one point that 
an English case, upon which Lauritzen 
heavily relied, was authority for the 





‘An Estate Planner’s Handbook (Little, Brown 
& Co., Inc., Boston 1948) Ch. IV. 

245 IU. Law Rev. 538 (1950). 

550 Mich. Law Rev. 38 (1961). 
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exact reverse of the proposition which 
Lauritzen ascribed to it. 


I do not wish to get into a debate 
on the theory of these matters, especi- 
ally with good academic minds. In- 
deed, I am content with Austin Scott’s 
analysis. | am disturbed, however, by 
the unqualified statements made both 
by Lauritzen and Palmer that in my 
own analysis I have been guilty of 
“wishful thinking’ which had led to 
“bad advice” and that my conclusions 
may be “dangerously misleading” if 
relied upon by practitioners. I can only 
assume that neither Lauritzen nor Pal- 
mer read the warnings, which I took 
such pains to expound, with anything 
like the care with which they examined 
my opinions upon the law. 


Warnings Restated 


The time has come, I think, when | 
ought to restate the warnings in as wide 
a fashion as possible so that practition- 
ers everywhere in the trust field will 
have them in mind. 


The Massachusetts practitioner is in 
a position to feel rather more comfort- 
able than his brethren in some other 
states because in Massachusetts the re- 
vocable trust is well established as a 
present transfer and the “classic” doc- 
trine of incorporation by reference is 
unchallenged. The Massachusetts prac- 
titioner, none the less, should take pains 
in his “pour over” provision to use 
language which will take full advantage 
both of the doctrine of independent 
significance and of incorporation by 
reference. Moreover, he should take 
pains to inform his client that the will 
and trust are companion documents and 
that if an amendment is made to the 
trust a codicil to the will ought to be 
executed forthwith which adopts and, 
if he thinks it necessary, incorporates 
the trust amendment. Needless to say, 
no Massachusetts draftsman should pre- 
pare instruments of this kind for a per- 
son who is domiciled in another juris- 
diction, without clearance of the docu- 


ments by a practitioner who is thor- 
oughly acquainted with the law of that 
jurisdiction. 

No draftsman outside of Massachu- 
setts should ever use the “pour over” 
technique without a thorough study of 
his local decisions. He ought to know 
exactly what the position of the revo- 
cable inter vivos trust is at his own law. 
He ought, also, to know the extent of 
local recognition given to the doctrine 
of incorporation by reference. He ought, 
also. to understand the local limits of 
the doctrine of independent significance. 
If he is completely satisfied, after his 
examination of the law, that the “pour 
over” technique will stand attack, he 
should probably, for good measure, 
take the additional precautions which | 
have suggested above for the Massachv- 
setts draftsman. If he is not completely 
satisfied after his study (and there are 
a number of states where he cannot be 
completely satisfied), he should not use 
the “pour over” technique but should, 
as I suggested in my Estate Planner’s 
Handbook, spell out a companion trust 
within the four corners of the will. 


It is plain that the use of the revo- 
cable trust is on the increase. I am 
told that the use of the “pour over” tech- 
nique is also on the increase. Some of 
the present confusion may be resolved 
by decisions which are long overdue. 
Palmer suggests a statute. Wisconsin 
has attempted a statutory correction.* 
Anything that will help clarify the law 


seems to me desirable. 


What I have tried to do here, how- 
ever, is to discharge an obligation of 
which I am deeply sensible to the es- 
tate planning draftsmen of the United 
States. I had supposed that I had made 
myself clear in previous warnings. 
While I do not believe that either Laurit- 
zen or Palmer was justified in their 
characterizations of my recommenda- 
tions, I assume, of course, that they 
made them after careful thought and 
due consideration of all factors. 





*Wis. Stat. 1949, § 231.205. 
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FINANCE FORUMS ROUND-UP 


HE VALUE OF FORUMS, briefly dis- 
gps during a panel session at the 
Mid-Winter Trust Conference in New 
York,+ has come in for further elucida- 
tion in the press. Earl 5S. MacNeill, vice 
president of Irving Trust Co., New 
York, and a panel member, holds* that 
while “change of pace is essential” and 
“no procedure should be pursued to the 
point of fatigue,” yet “so long as people 
can be attracted to halls and ballrooms 
to be told these things we want to tell 
them —then the forum is decidedly 
worthwhile.” He states that a forum 
should never be regarded as a substitute 
for direct sales effort. but should be 
classified as an instrument for public 
relations. 

Testimony to the new business value 
of forums from a bank which has used 
them since 1946, is seen in the statement 
of Clarence Sample.** vice president 
and trust officer, Mercantile National 
Bank, Dallas. “we feel that the Forum 
Discussions have materially increased 
our business and . . . the booklets . . . 
containing transcripts of these meetings 
will carry on far into the future 
trust assets have increased 47°; 
income 173‘¢. 


and 
Furthermore, we 
are having increased inquiries about es- 
tate planning and our service. We be- 
lieve our Forums have created a great 
deal of good will among the attorneys. 


gross 





*Banking, Mar. 
**F.P.R.A. Bulletin, Feb. 
+See Feb. T&E, p. 116. 


life underwriters and accountants.” In 
spite of these gains, Mercantile has dis- 
continued its forum because attendance 
began to wane in 1949 and did not im- 
prove in 1950 or 1951. “We feel that 
Forums have served their purpose.” 


Individual luncheon or dinner meet- 
ings with a select group of prospects. 
similar to those carried out at Fidelity 
Trust Co., Pittsburgh, are reported 
under consideration by Mercantile Na- 
tional. 


One result of Women’s forums is the 
growing demand for a program for the 
Men. Responding to this demand, Cen- 
tral Missouri Trust Co., Jefferson City. 
held two meetings toward the year-end. 
The meetings were two hours long, in- 
cluding a half hour question period. 
Kits containing program and reference 
materials were distributed to the 430 
men who attended. 
meetings for owners and managers of 


Three discussion 
small businesses, a direct outgrowth of 
the women’s finance forums, were con- 
ducted by the Grand Avenue Bank. 
Kansas City, Mo., on Tuesday after- 
noons in January. The subjects chosen 
were taxes, insurance. and wages, with 
the speakers a certified public account- 
ant, a bank director. and a member of 
the wage and hour division. Discussion 
was active and additional reading mate- 
rial on taxes and wages was supplied. 
January found to be a difficult 
month for the customers to leave their 


was 


businesses in mid-afternoon. Otherwise 
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Speaker and panel on the stage at Women’s Finance Forum held recently by the State 
National Bank, El Paso, Texas. 
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the series was sufficiently good to war. 
rant the holding of another at a later 
date. 

Meantime surveys by the Federation 
of Women Shareholders in America in- 
dicate the need for continuing financial 
education among the women. Women 
do not fully understand timing or di- 
versification, according to Federation 
president Wilma Soss, and are more 
susceptible to tips than the men. The 
Federation has begun a six session 
course on “Investing in 1952.” 

Supporting this conclusion is the 
generally good attendance at women’s 
finance forums recently or currently in 
operation. Average attendance at the 
four sessions sponsored by First Na- 
tional Bank, Memphis, was 660. Letters 
enclosing registration cards had been 
mailed to the heads of 200 women’s 
clubs, as well as being made available 
through statement enclosures and at the 
bank’s offices. Newspaper publicity be- 
gan two weeks prior to the meetings. 
\s the result of suggestions from a 
group of clubwomen. First National 
Bank, Sharon, Pa., is currently con- 
ducting a series of six economic forum 


with 


sessions afternoon 


and evening 
sessions to accommodate 500 or 
women. The Virginia Federation of 
Women’s Clubs promised three hundred 
members for the March 6 forum spon- 
sored by State-Planters Bank & Trust 
Co., Richmond. A series of four Tues- 
day evening meetings. starting March 
1, is being conducted in East Orange. 
N. J.. by Fidelity Union Trust Co. of 
Newark, with tickets distributed through 
its local branches. For the second series 
offered by Rockland-Atlas National 
Bank, Boston, three afternoon meetings 
are being held beginning March third. 
On the opposite side of the nation, the 
Commercial Bank of Tillamook, Ore., 
has undertaken a women’s forum to run 
on the first four Monday evenings in 


March. 


In Ridgewood, N. J., a second series 
sponsored by Citizens First National 
Bank—to provide for the women who 
could not be accommodated last fall 
recently concluded its three Wednesday 
evening sessions. Registrations for the 
two forums totalled nearly a thousand 
in a community of 18,000 people and 


more 


. 


attendance at both reached capacity 
of 400. Both these forums were or- 
ganized by Miss Dorothy Williams. 


public relations consultant and former 
investment counselor, who also _pro- 
duced the successful forum at Perth 
Amboy (T.&E. Nov. 1951 p. 784). Writ- 
ing of the latter in Banking (Feb. °52) 
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she described how she met the prob- 
lems of language simplification and 
newspaper publicity in a community 
where 90% of the people are of foreign 
extraction. 

Speakers have been announced for the 
second annual forum for women at 
Pennsylvania Company for Banking 
and Trusts, Philadelphia. The three 
weekly sessions will begin April 21. 


The five meetings of State National 
Bank’s forum in El Paso drew an aver- 
age of 355 women whose keen interest 
was revealed in the rapidity of spon- 
taneous questions during the general 
discussion period. Questions were an- 
swered by members of a panel and all 
but one of the speakers were chosen 
from the bank officers. the “outsider” 
taking the subject of insurance. Mimeo- 
graphed digests of talks and discussions 
were later mailed to all registrants. 


In the adjoining columns are listed 
the speakers and subjects for the for- 
ums herein described. 
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Indianapolis Banks Back 
Free Enterprise 


Banks are included for special treat- 
ment in the newly inauguarated free en- 
terprise educational program of the 
Indianapolis public schools. A specially 
prepared current events pamphlet for 
students, Indianapolis at Work, takes 
department stores for its first project 
and the alertness of Willis B. Conner, 
Jr., vice president, The Indiana Trust 
Co., together with a committee of bankers 
organized by the Indianapolis Clearing 
House, resulted in the second issue being 
devoted to banks. 

The ten-page illustrated leaflet tells 
how “Dollars + Character = Credit” 
and describes the functions of the various 
kinds of banks and trust companies. It 
discusses employment in a bank, owner- 
ship of bank stock, and how deposits are 
protected. It explains why every Amer- 
ican is a capitalist, and devotes three 
pages to “A Day in the Life of Your 
Bank,” including typical activities in 
the Trust Department. 

At present the material is used in 
grades seven through twelve, with pupil 
interest stimulated by suggested activ- 
ities and a correspondence column in 
addition to direct guidance by the teacher. 
General Superintendent H. L. Shibler 
wrote to the students, “. . . there are 
‘glooms’ around who say the day of free 
enterprise is dead ... In my opinion 
these gloomy people are all wrong. It 
is still good advice: Save up that first 
thousand, boy! Can you tell me from 
this story about ‘You and Your Bank’ 
why this is better advice now than ever 
before?” 
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SPEAKER SUBJECT 


Rockland-Atlas National Bank, 
Boston 


Mrs. Marion Stevens Eberly, Life 
director, Women’s Division, Insurance 

Institute of Life Insurance 

Miss Dorothy Williams, former Speaking 
investment counselor, Bank of 
of New York and Fifth Ave- Investments 
nue Bank 

Joseph Trachtman, member of How a 
the New York Bar and New Modest 
York legal editor for Trusts Estate can 
AND ESTATES Do Most for 

One’s Family 


Central Missouri Trust Co., 
Jefferson City, Mo. 


Pinkney C. Walker, professor Current 


of economics, University Economic 
of Missouri Situation 
Hale Towne, vice president, Investments 
Mercantile Trust Co., 
St. Louis, Mo. 
Henry Hitchcock, vice presi- Wills, 
dent and trust officer, Trusts, 
Mercantile Trust Co., St. Estates 
Louis, Mo. and Taxes 


Fidelity Union Trust Co., 
Newark, N. J. 


Mrs. Nina Lendry, executive Real Estate 
assistant to the president, and 


Durand Taylor Co., N. Y. Mortgages 
Mrs. Eberly Life 
Insurance, 
Annuities 
Miss Williams Investments 
for 
Everyone 
Miss Catherine B. Cleary, trust Wills, 
officer, First Wisconsin Trust Trusts & 
Co., Milwaukee Taxes 


Citizens First Nationai Bank and Trust Co., 
Ridgewood, N. J. 


Miss Williams Investments 
for 
Everyone 
Life Insur- 


ance and 


Mrs. Eberly 


Annuities 
Mrs. Nancye B. Staub, presi- Wills, 
dent, Association of Bank Trusts & 
Women, and assistant sec- Taxes 


retary and assistant trust 
officer, Morristown (N.J.) 
Trust Co. 


Commercial Bank of Tillamook, Ore. 


Ralph Thom, assistant manager Women and 


Portland branch, Bank of Money 

California Personal 
Financial 
Planning 


Ralph Shumm, trust officer, | Your Estate 
Commercial Bank of Oregon, —Wills, 
Hillsboro, Ore. Estates 

and Trusts 


Life Insur- 


Ralph E. Grimes, C.L.U., 


Portland assistant agency ance and 
manager, Equitable Life Social 
Assurance Society of the U.S. Security 


SPEAKER SuBJECT 

Donald C. Sloan, president, Investments 
Donald C. Sloan & Co., —Investing 
Portland in Stocks 
and Bonds 


Pennsylvania Company for Banking & Trusts, 
Philadelphia, Pa. 


William Fulton Kurtz, 
president of the bank 

Mrs. Elizabeth Harrison 
Walker, New York attorney 
and public relations consul- 


Beyond Tell- 
er’s Window 


tant, Handling 
together with Investment 
Miss Louise Watson, invest- Securities 
ment advisor, R. W. Press- under 
prich & Co., New York Present 


and Conditions 
Miss May A. Naylor, assistant 
trust investment officer, The 
Pennsylvania Co. 
Gilbert T. Stephenson, past Your Estate 
president of the Trust and 
Division, A.B.A. Your Heirs 


First National Bank, 


Sharon, Pa. 
Henry Cooper, assistant vice Wills, 
president, Mellon National Estates 
Bank & Trust Co., Pittsburgh and Trusts 


James T. Brown, vice president, Corporations 
Mellon National Bank & —their place 
Trust, Pittsburgh in Economy 


Thomas Hughes, manager, 


Pittsburgh Social Security Social 
office, Security 
and and Related 
Miss Mary Maurath, Pennsyl- Subjects 


vania Unemployment Office, 
Pittsburgh 


D. C. Elliott, economist, Banks in the 


Cleveland Trust Co. Economy 
Donald S. Thompson, vice Inflation— 

president, Federal Reserve National & 

Bank, Cleveland International 


O. Paul Decker, vice president, Investments 
American National Bank & fer 
Trust Co., Chicago Women 
First National Bank, 
Memphis, Tenn. 


Dr. Arthur A. Smith, vice Personal 
president, First National Money 
Bank, Dallas Management 

Arthur J. O’Hara, vice presi- Investments 
dent, The Northern Trust 
Co., Chicago 

Mr. Stephenson Wills and 

Estates 

Mrs. Eberly Insurance 


State-Planters Bank & Trust Co., 
Richmond, Va. 


J. Harvie Wilkinson, Your 
vice president of the bank Investments 
L. Burwell Gunn, vice presi- Your 
dent and trust officer of the Estate 
bank, with three attorneys 
J. Smith Ferebee, Richmond Your 
manager, Equitable Life Insurance 


Insurance Co. of New York 


Miss Dorcas Campbell, assist- U. S. 
ant vice president, East River Savings 
Savings Bank, New York Bonds 
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Attention Arresters 
in 
Trust Ads 


“Will your Widow know more about 
business than your Wife?” asks a Chi- 
cago Title and Trust Co. ad which pic- 
tures the lady sitting at “Mr. Smith’s” 
desk. Text explains that she “won’t need 
to be an expert on taxes, finance, prop- 
erty, and estate management” if the 
Company is named executor..The ad 
offers a booklet, “Planning for Tomor- 
row” .. . An empty chair marked 
“EXECUTOR” adorns a National Newark 
(N.J.) & Essex Banking Co. ad which 
asks “Who will occupy this chair?” and 
discusses the differences between a 
friend or relative, a court-appointed ad- 
ministrator, and a “trained institution” 

“EconomMy—false or true” opens 
up a subject that enables American Na- 
tional Bank & Trust Co., Danville, Va., 
to discuss first the importance of a 
properly drawn will, and second the 
economy of a corporate executor. 


“How did you rate in the Gallup 
poll?” This question in a Marine Trust 
Company of Western New York ad 
refers to a poll on will making which 
revealed that only eighteen per cent of 
those interviewed had made wills. A 
breakdown according to age groups is 
given and a quotation from Dr. Gallup 
as to what happens when there is no 
will .. . “YOUR WILL—Was it signed 
in the manner required by law?” heads 
an ad continuing Guaranty Trust Co. of 
New York’s series related to the Sur- 
rogate’s Court cases. This one tells of a 
will which was denied probate because 
the witnesses never even saw the testa- 


FIRST NATIONAL 
“RINGS THE BELL" 
wm 


40,506 666.89 
TOTAL RESOURCES 


Newspaper copy used by First National 
Bank of McKeesport, Pa. 
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@ Kaowing the ropes means that « ship 
will gee there fester... with « full 
carge. It's the same with your estate 


continue to produce fer your family 
+ «+ to live on or be wasted because the 
“ropes” were not right? The smaller the 

estate, the more umportant the is. 


@ Part of the service of this bank is 
bnowing shout such things. Ovr 
Trust Department will welcome the 
opportunity te ducus it with you end 
your atterney. It will be confidential 
and without jetion te you. May 
aie Just telephone or write 
¢ Trust Department. 


“Ferma aaa fer PROGRESS 


fir ss cae a Tempe” 


erat pers 
nat TRUST BEPARTMENT 


First National | Bank of Suen uses 
effective illustration. 


tor, and quotes the Surrogate on the 
consequences of failing to employ a 
lawyer in the preparation and execution 
of a will. . . 


“Announcing another new Republic 
service ... A Common Trust Fund” on 
a Republic National Bank of Dallas ad 
tells its own story. Apart from saying 
that it is “for our trust customers” the 
ad does not explain the purpose or 
method of the common fund. . . 

A drawing of two men, one saying 
to the other, “But we like to talk over 
estate problems!” attracts the eye to a 
Worcester (Mass.) County Trust Co.’s 
ad which develops. the possibility of 
consultation on even minor estate mat- 
ters. . . “There'll be more left if you 
Know THE Ropes —with picture of a 
yacht at sea and the ropes labelled 
“taxes,” “investments,” etc. is the es- 
tate planning approach of an ad from 
First National Bank, Tampa, Fla. The 
text points out that knowing the ropes 
“means that a ship will get there faster 

. with a full cargo” and proceeds to 
apply the principle to estate manage- 
ment... 


“First National “Rings the Bell’” 
heads a striking ad about the total re- 
sources of First National Bank, McKees- 
port, Pa., which lists also the assets 
of the trust department over a six year 
period up to an all-time high of almost 
$6 million. “Ringing the bell” was the 
topping of $40 million of total re- 
sources, and after stating the bank’s goal 
in terms of service to the community, 
the ad ends, “Thanks to you for helping 
us ring the bell.” 


A A A 


F.P.R.A. Regionals Held 


“Making Public Relations Pay” was 
the general theme of the F.P.R.A. Re. 
gional Meeting in New York on Febru. 
ary 29, first of three regional gather. 
ings on the same general plan, the others 
being held in Pittsburgh, March 3, and 
Des Moines, March 7. 

The morning session was devoted to 
addresses by the Association officers, 
and the afternoon to Departmentals 
under the leadership of officers from 
banks within the regional area. 

Banks will spend this year a “pitifully 
small percentage” of the nation’s total 
$6 billion advertising budget, S. H. 
Chelsted, vice president, Peoples First 
National Bank & Trust Co., Pittsburgh, 
told the conference. About 15,000 banks 
plan to spend $48 million in 1952, yet 
banks are in a competitive market and 
“probably not more than 25% .. . are 
doing really good advertising.” 

“Courting” of women in advertising 
and advertising directed at whole family 
groups was recommended by O. D. Hol- 
brook, cashier. National Bank of 
Geneva, N. Y. 

A good public relations program is 
a valuable earning asset, but must stem 
from Management, L. L. Matthews, 
president, American Trust Co., South 
Bend, Ind. stated, and William B. Hall, 
vice president, Detroit Bank, said _per- 
sonnel should be taught how to write, 
telephone and talk with customers. 

In the Trust Development depart- 
mental, led by Earl S. MacNeill, vice 
president, Irving Trust Co.. New York, 
nearly fifty men and women listened to 
a discussion of the handling of pension 
and profit-sharing trusts, the point sys- 
tem as a method of evaluating trust new 
business effort, estate planning — with 
special reference to advertising it and 
avoiding unauthorized practice of law, 
and the value of Finance Forums. 

Mr. MacNeill was assisted by a panel 
of two—John L. Gibbons, vice presi- 
dent, Chemical Bank & Trust, New York, 
who took the helm in discussing pension 
funds, and Barclay B. Baekey, trust ofh- 
cer, National Newark (N.J.) and Essex 
Banking Co., who led the subject of 
estate planning. The point system was 
presented by William O. Heath, vice 
president, Harris Trust & Savings Bank, 
Chicago, and Mr. MacNeill took the 
lead on Forums, with suggestions from 
several in the group, particularily Miss 
Dorothy Williams, former investment 
adviser, Bank of New York and Fifth 
Avenue Bank, who has both organized 
and addressed forums in several com- 
munities. 
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TRUST PERSONNEL CHANGES 


ALABAMA 


Florence—W. Evans Bruner has be- 
come executive vice president of FIRST 
NATIONAL BANK. He formerly was vice 
president and trust officer of Commercial 
National Bank, Spartanburg, S. C. 


ARKANSAS 
Pine Bluff—NATIONAL BANK OF CoM- 
MERCE appointed J. C. Reeves a _ vice 
president in addition to his present title 
of trust officer. 
CALIFORNIA 


San Francisco—Bradley B. Brown and 
Francis E. Whitmer have been advanced 





FRANCIS E. WHITMER 





BRADLEY B. BROWN 


to senior positions at AMERICAN TRUST 
Co.. Mr. Brown to vice president, senior 
trust officer and secretary, and Mr. Whit- 
mer to vice president and trust officer. 

San Francisco—E. J. Tooker, formerly 
assistant trust officer, has been named 
assistant vice president of CROCKER 
First NATIONAL BANK. 

San Francisco—Joseph O. Tobin of 
HIBERNIA BANK was elected president to 
fill the vacancy created by the death of 
his uncle, Richard M. Tobin. 


CONNECTICUT 


Middletown — William A. Dickinson, 
8rd, has been promoted to trust officer 
at MIDDLETOWN NATIONAL BANK. 

New Haven—Horace W. Davis, II, Wil- 
liam B. Hall and Elsie B. Huntley were 
made trust officers at UNION & NEW 
HAVEN Trust Co., while Henry P. Bright- 
well, in the public relations department, 
advanced to assistant vice president. 

Putnam—CITIZENS NATIONAL BANK 
elected Arthur E. Smith a vice president 
in addition to cashier; made James E. 
Murray trust officer and assistant cashier. 


FLORIDA 


Delray Beach—Hugh McLeod, Jr., for- 
mer Chief State Bank Examiner, has be- 
come trust officer of the First NATIONAL 
BANK of Delray Beach, which recently 
received trust powers under the Federal 
Reserve Act. 

Orlando—Linton E. Allen, formerly 
president, has been elected chairman of 
First NATIONAL BANK at Orlando and 
designated chief executive officer; W. J. 
Capehart advanced to president, and is 
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administrative officer in charge of opera- 
tions. 


Tampa—EXCHANGE NATIONAL BANK 
elected J. A. Griffin chairman of the 
board, C. C. Whitaker chairman emer- 
itus, and G. R. Griffin to succeed his 
father as president. Henry Toland ad- 
vanced to vice president and trust officer. 


GEORGIA 


Atlanta — At Trust COMPANY OF 
GEORGIA, Ray B. Wilhoit advanced to 
trust officer and Miss Hester May Walker 
to assistant trust officer. A graduate of 
Georgia Tech and the Atlanta Law 
School, Mr. Wilhoit joined the bank in 
1938. Miss Walker, a long-time member 
of the staff, was made manager of opera- 
tions of the expanded corporate trust de- 
partment in 1950. She is a former na- 
tional secretary of the Association of 
Bank Women. 

Rome—C. H. Booker became executive 
vice president and trust officer, and W. 
A. Lyman vice president and assistant 
trust officer, at First NATIONAL BANK. 


ILLINOIS 


Alton — First NATIONAL BANK & 
Trust Co. promoted John J. Gainer to 
trust officer to succeed A. H. Cannell, 
who has been ill but will remain with 
the bank. 


INDIANA 


Auburn—Robert B. Quance and James 
H. Carper have been named assistant 
cashiers. and assistant trust officers at 
City NATIONAL BANK. 

Fort Wayne — 
LINCOLN NATIONAL 
BANK & Trust Co. 
advanced Earl G. 
Schwalm to. vice 
president and 
trust officer; named 





Richard W. Gos- 
horn and Robert A. 
Bane, G. Scawenes Bradley assistant 


trust officers. 


North Manchester—Dale Stickler has 
been appointed executive vice president 
and trust officer of INDIANA LAWRENCE 
BANK & Trust Co., having recently been 
cashier with the Farmers State Bank at 
Lindsborg, Kansas. 

Indianapolis—Evan B. Walker has 
been elected vice president of AMERICAN 
NATIONAL BANK, where he will have 
charge of business promotion activities. 
He recently relinquished the presidency 
of Marott Shoe Store. 

Indianapolis—Paul E. Jones advanced 
from secretary to vice president and sec- 
retary of INDIANA TruUST Co. R. N. 
Britton retired as assistant secretary 
and trust officer after 48 years, and 


Foster V. Smith, assistant secretary in 
the trust department, after 28 years. 
Floyd D. Michael was advanced to as- 
sistant secretary in the trust department; 
and Louis S. Eggert became associated 
with the department, after specializing 
in trust examination work with both the 
National Bank Examining Force and 
the FDIC. 


KANSAS 


Prairie Village—Milton F. Barlow as- 
sumed the presidency of JOHNSON COUN- 
TY NATIONAL BANK & Trust Co. to suc- 
ceed N. N. Dalton, now chairman. 

Topeka—Robert Guthrie was promoted 
to trust officer at NATIONAL BANK OF 
TOPEKA. 


MARYLAND 


Baltimore—Ernest L. Poyner has been 
elected vice president of UNION TRUST 
Co.; E. Catherine Luken and Grace E. 
Sponsler, assistant trust officers (the 
first women officers in the company’s his- 
tory); Howard E. Winstanley, assistant 
trust officer; Miles White, assistant to the 
president. 

Mr. Poyner was formerly assistant 
vice president and trust officer, and has 
been with the company about 27 years. 
He is now serving as president of the 
Baltimore Life Insurance and Trust 
Council. 

Salisbury—Miss Jean Coulbourne suc- 
ceeds George Fitzgerald as trust officer 
of SALISBURY NATIONAL BANK, the latter 
having been elected cashier. 


MASSACHUSETTS 


Boston — Boston SAFE DEposir & 
Trust Co. advanced the following to trust 
officers: Kenneth F. Caldwell, W. Rowe 
Rowlings, Earle T. Spear, Edward L. 
Martinez, Jr., and Charles M. Talbot. 


MICHIGAN 


Detroit — Detroit Trust Co. elected 
three new vice presidents: A. B. All- 
wein, Vance L. Desmond and Clyde C. 
Thomas. 


Mr. Allwein has been a member of the 
tax department of the trust company 
since 1923 and has been its operating 
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head since 1928. 
Mr. Desmond has 
been with Detroit 
Trust since 1931, 
and has been head 
of the pension de- 
partment since 
1938. He is past 
president of the 
Detroit Life Insur- 
ance and Trust 
Council. Mr. Thomas joined the company 
in 1932. He has specialized in appraisal 
and management work in the real estate 
division, and is a member of the Detroit 
Real Estate Board and the American In- 
stitute of Real Estate Appraisers. 


Other changes at Detroit Trust were: 
Karl R. Crawford appointed assistant 
vice president; A. P. Chauvin, C. E. 
Ferguson, W. C. Goulet and Ralph A. 
Meyer, appointed trust officers; C. L. 
Billings, R. C. Gunn, N. D. Lau, C. L. 
Morgan, J. E. Murphy and W. H. T. 
Snyder, appointed assistant secretaries; 
and W. O. Hemingway and J. C. Mc- 
Clellan named assistant treasurers. 


CLyDE C. THOMAS 


MISSOURI 


Kansas City—Among changes at CITY 
NATIONAL BANK & Trust Co., James 
R. Bocell was elected assistant trust offi- 
cer and Paul H. Jenree made estate 
planning officer. A graduate of the Uni- 
versity of Kansas City law school, Mr. 
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Bocell was given the “Key Man in 1951” 
award by the Junior Chamber of Com- 
merce. Mr. Jenree has taught bank man- 
agement courses for the American In- 
stitute of Banking. (Correction of Feb. 
item.) 

St. Louis—Waldemar B. Due has been 
elected assistant trust officer of SECURITY 
NATIONAL BANK SAvincs & TRusT Co. 
For 20 years Mr. Due has been in trust 
work with Security National, and is a 
graduate of the American Institute of 
banking. 


MONTANA 


Bozeman—J. Dewey Street, formerly 
vice president and trust officer, has been 
named president of SecurITyY BANK & 
Trust Co.; H. C. Gossack promoted to 
vice president and trust officer. 

Helena — UNION BANK & TRUST Co. 
elected James H. Dion a trust officer, and 
Dan Dykstra an assistant trust officer. 


NEW JERSEY 


Newark—Three assistant trust officers 
promoted to trust officers are Sherrerd 
Depue, D. Kenneth Sias and Henry A. 
Weiler, at NATIONAL STATE BANK. F. 
Joseph Elsener, assistant trust officer, 
will also serve as assistant cashier. 


NEW YORK 


Buffalo—E. Perry Spink was advanced 
to senior vice president and Evan E. 
Frye to assistant trust officer at LIBERTY 
BANK OF BUFFALO. Mr. Spink started his 
banking career with Liberty at 1924, 
and in his new office will supervise de- 
velopment of the bank’s business under 
executive vice president Elmer L. Theo- 
bald. Mr. Frye has been with the bank 
since 1929. 

Canton—First NATIONAL BANK named 
Homer T. Kelly cashier and assistant 
trust officer. 


Geneseo—James E. Welch assumed the 
presidency of GENESEE VALLEY NATION- 
BANK & TrRusT Co. to succeed the late 
Elliott A. Horton. Kenneth M. Doty 
moved up from assistant cashier to vice 
president and trust officer, the position 
formerly held by Mr. Welch. 


New York — 
AMERICAN TRUS? 
Co.’s newly opened 
office at 301 East 
Fordham Road jn 
The Bronx will be 
in charge of Har. 
old R. Wright, pro- 
moted to vice presi- 
dent and trust offi- 
cer. Prior to join- 
ing American Trust as secretary-treas- 
urer in April 1951, Mr. Wright had 
been trust officer of Bank of New York 
& Fifth Avenue Bank, and has overall 
banking and trust experience of almost 
forty years. 





HAROLD R. WRIGHT 


G. Fred Berger has been named vice 
president, treasurer and __ secretary. 
Previously (1925-1944) he was treasurer 
of the Norristown-Penn Trust Co. Since 
the latter year Mr. Berger has spent 
most of his time in Buenos Aires and 
Montevideo organizing Latin-American 
import and export groups for wool. From 
1938 to 1939 he was chairman of the 
Pennsylvania Trust Company Section. 


New York—Albert W. Doyle, appoint- | 


ed assistant secretary of CHEMICAL BANK 
& Trust Co., will continue his duties in 
the corporate trust department. 


NORTH CAROLINA 


Raleigh & Winston-Salem — Arnold 
N. Sloan was promoted to trust officer at 
the latter office of WACHOVIA BANK & 
Trust Co. He was recently doing special- 
ized work in the pension trust and ad- 
ministrative division of the Raleigh trust 
department. (Correction of last month, 
p. 133.) 

Durham, High Point & Raleigh—Jos- 
eph C. Webb, former trust officer of Dur- 
HAM BANK & Trust Co., was elected 
trust officer at the Raleigh office of 
WacHoviA BANK & Trust Co.; J. W. 
Ashburn named assistant trust officer at 
High Point. 


OHIO 


Akron—Edward S. Patterson advanced 
to chairman and chief executive officer of 
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First NATIONAL BANK, Harland E. Page 
to president, Gus H. Krumroy to senior 
vice president, and Jay L. Collins to 
senior trust officer. 


Cleveland—John S. Fangboner was 
elected executive vice president of Na- 
TIONAL CITY BANK. 


Hamilton—At First NATIONAL BANK 
& Trust Co., Edwin G. Ziegler has been 
promoted to cashier and assistant trust 
officer. 


Marietta—Mrs. Katherine W. Freese 
has been made assistant trust officer of 
PEOPLES BANKING & Trust Co. 


Toledo—In addition to their present 
titles of trust officers and assistant secre- 
taries, Raymond D. Baldwin, Arden F. 
Liles and W. W. Zolg received the titles 
of assistant vice presidents at TOLEDO 
Trust Co. 


Youngstown—Arthur G. Young, for 
the past year assistant trust officer, has 
been advanced to trust officer at MAHON- 
ING NATIONAL BANK. 


OKLAHOMA 


Tulsa—C. B. Neal was named assistant 
trust officer at First NATIONAL BANK & 
Trust Co. 


PENNSYLVANIA 
Philadelphia — NATIONAL BANK OF 
GERMANTOWN & Trust Co. elected F. 


Kenneth Bittenbender an assistant trust 
officer. 


Philadelphia—Paul W. Brown, Jr., has 
been appointed assistant trust officer of 
Philadelphia National Bank. (Correction 
of Feb. item.) 


Philadelphia — 
PROVIDENT TRUST 
Co. made the fol- 
lowing changes: S. 
Francis Nicholson 
from trust invest- 
ment officer to as- 
sistant vice presi- 
dent; William L. 
Muttart and Frank 
G. Royce from 
trust officers to assistant vice presidents; 


S. F. NICHOLSON 








W. L. MUTTART FRANK G. ROYCE 
John H. Webster, III, and Norman E. 
Walz to trust officers; and Henry Ecroyd 
to trust investment officer. New assistant 
trust officers appointed: John T. Macart- 
ney and Harold M. Shaw. 


Philadelphia—GIRARD TRUST CoRN EX- 
CHANGE BANK (see Republic National 
Bank, Dallas) 


Reading—BERKS COUNTY TRUST CoO. 
elected as trust officers Leon Tinker and 
Raymond B. Hilbert. 


Selinsgrove—Rine G. Winey has been 
elected secretary and trust officer of 
SNYDER COUNTY TRUST Co. 


SoutH CAROLINA 


Greenville—At First NATIONAL BANK, 
Henry J. Winn was elected vice president 
and senior trust officer, while Clyde M. 
Gaffney, Jr., was made trust officer. Mr. 
Winn has been with First National more 
than 37 years, and previously was vice 
president and trust officer. 


TENNESSEE 
Chattanooga — W. H. Bristow was 


named assistant trust officer of HAMIL- 
TON NATIONAL BANK. 


Nashville—BROADWAY NATIONAL BANK 
promoted S. W. Oliver to vice president. 
He heretofore has been trust officer. 


TEXAS 


Dallas — Abner L. Lewis, Jr., was 
named assistant trust officer of NATIONAL 
BANK OF COMMERCE. 


Dallas — George J. Watts has been 
elected assistant. vice president of RE- 
PUBLIC NATIONAL BANK, having resigned 
as assistant vice president of Philadel- 
phia’s GIRARD TRUST CORN EXCHANGE 
BANK. Mr. Watts had been with Corn 
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Exchange National 
Bank & Trust Co. 
since 1923 before it 
merged with Girard 
Trust last year, 
holding the posi- 
tions of public re- 
lations and adver- 
tising officer, and 
assistant vice presi- 
dent. 


Dallas — TEXAS 
BANK & TrRusT Co. 
promoted W. P. 
Metcalfe to vice 
president and trust officer. 

Galveston—J. E. Meyers became senior 
vice president of UNITED STATES Na- 
TIONAL BANK, remaining trust officer. 

Paris — Robert McWhirter, an FBI 
agent for ten years, has been elected vice 
president and trust officer of First Na- 
TIONAL BANK. 


JoHN H. Brooks 


whose promotion to vice 

president and trust officer 

of First National Bank at 

Fort Worth was reported 
in February. 


UTAH 
Salt Lake City—William J. Fitzpatrick 





W. J. FITZPATRICK C. M. MORTENSEN 
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and Clair M. Mortensen, trust officers, 
have been advanced to vice presidents 
at WALKER BANK & TrRusT Co. Paul J. 
Schettler was elected trust officer as well 
as assistant vice president; Harold J. 
Kemp, manager of the property manage- 
ment department, elected trust officer. 


VIRGINIA 


Lynchburg — LYNCHBURG NATIONAL 
BANK & TrRustT Co. advanced Elias Rich- 
ards, Jr., to president and named Giles 
H. Miller chairman; promoted John 
Tucker to trust officer. Mr. Richards was 
vice president and trust officer since 1947, 
and began his banking career with 
the bank in 1924 as a runner. 


Norfolk—H. Thomas Fennell became 
trust officer and W. R. S. Curtis an as- 
sistant trust officer, at SEABOARD CITI- 
ZENS NATIONAL BANK. 


Richmond—Clinton Webb was given 
the title of trust officer of First & 
MERCHANTS NATIONAL BANK. Associated 
with the bank for twenty years, Mr. 
Webb has been an assistant trust officer 
since 1948. He was educated at the Uni- 
versity of Richmond and the Graduate 
School of Banking of Rutgers University. 


WISCONSIN 

Milwaukee—R. N. Ferry has been pro- 
moted to trust operations officer and will 
continue to specialize in the pension and 
corporate trust fields, at MARINE Na- 
TIONAL EXCHANGE BANK’s trust depart- 
ment. Regina Timmer has been named 
personal trust officer, with duties in con- 
nection with the probating of estates and 
administration of trusts. Both offices are 
newly created. 


NEW ZEALAND 


Wellington—On March 31st, H. W. S. 
Pearce resigns as public trustee, PUBLIC 
Trust OFFICE, and G. E. Turney has 
been named to replace him. A. E. J. 
Anderson, formerly chief accountant, 
was appointed assistant public trustee. 
He is the author of “Common Trust Fund 
in New Zealand,” recently published in 
“T&E” (Nov. 1951). 


A A A 
IN MEMORIAM 


LESLIE K. CURRY, vice president and 
comptroller of MERCANTILE Trust Co., £t 
Louis. 


CARL K. DEVLIN, vice president, trust 
officer and director of UNION TrusT Co., 
New Castle, Pa. 


ROBERT E. HARDING, chairman of the 
Board, Fort WortH (Texas) NATIONAL 
BANK. 


WILLIAM J. HUSSEY, trust officer of 
GRACE NATIONAL BANK, New York, N. Y. 

GEORGE BERTRAND PAULL. vice presi- 
dent in the trust department of MARINE 
MIDLAND Trust Co., New York, N. Y.. 
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DEODODOAOAOADOADDOADADOAD ODDO DARIO 


° TRUST 
EMPLOYMENT EXCHANGE 


9 
PDOOOOOOOOOSOOSOSOOOOSDOSOOOOOOOOOOW 


Banks seeking trust executives, and 
personnel desiring new opportunities 
are invited to make free use of this 
column, addressing correspondence 
to Trusts and Estates, 50 East 42nd 
St., New York 17, N. Y., attention 
Employment Exchange and _ code 
number. 


Oldest and largest estate planning or- 
ganization in country seeks new business 
man with trust or insurance experience. 
See page 201. 

Young, aggressive trust executive with 
legal training and concentrated experi- 
ence in administration, taxes and estate 
planning, desires opportunity with med- 
ium or large trust department in East 
or Southeast, 23-2. 

Specialist in fiduciary income tax, un- 
der 45, with general knowledge of all 
phases of trust work as result of 20 
years with trust department, seeks trust 
position in New England. S-22-1. 

Bank in city of 100,000 in west cen- 
tral Connecticut, has opening for trust 
department head with general experience 
in estate administration, estate planning 


and some knowledge of investments. 22-2. 


English trust bank employee, 37 and 
unmarried, desiring to emigrate to the 
U.S.A., is interested in position offering 
scope for advancement by ability and in- 
dustry, preferably in midwest or western 
states. 22-3. 


Attorney, 34, postgraduate courses 
in accounting and taxation and presently 
editor of a fiduciary law reporting ser- 
vice, seeks association with a trust com- 
pany, preferably in the midwestern area. 
22-4. 


Growing trust department in larger 
Gulf Coast bank, is looking for a man 
preferably from the South, single and in 
late twenties with some experience in 
trust work. 22-5. 


Trust department employee, 28, seeks 
opportunity to make fuller use of abilities 
acquired from university course in bus- 
iness administration, two years’ trust 
work, and completion of Trusts I at 
American Institute of Banking. 22-6. 


Recognized trust executive, 47, with 
concentrated experience in large admin- 
istrative responsibilities and established 
leadership in expert trust and banking 
public relations desires position in South- 
east. Institution and community im- 
portant. 22-7. 


Top trust executive seeks opportun- 
ity in bank, preferably in South or South- 
west, to head trust department or develop 
trust business. Offers wide experience 
and exceptional record in trust field. 21-2. 








MERGERS, CHANGE OF NAME, 
TRUST POWERS GRANTED 


Walden, N. Y.—First NATIONAL BANK 
& Trust Co. changed its name to First 
NATIONAL BANK. 

Wallkill, N. Y.—WALLKILL NATIONAL 
BANK received trust powers under the 
Federal Reserve Act. 

Mt. Vernon & White Plains, N. Y.— 
Merger of MOUNT VERNON TRUST Co, 
into County Trust Co., White Plains, 
has been approved by the State Banking 
Board. 

Cincinnati, Ohio — Stockholders of 
CINCINNATI BANK & TRUST Co. have ap- 
proved the sale of their capital stock to 
FIFTH THIRD UNION TrusT Co. 

Cincinnati, Ohio FIRST NATIONAL 
BANK of Cincinnati will absorb the First 
National Bank of Norwood, after ap- 
proval by shareholders. 

Oklahoma City, Okla.—FIDELITY Na- 
TIONAL BANK has changed its title to 
FIDELITY NATIONAL BANK & TRusT Co. 

Philadelphia, Pa. City NATIONAL 
BANK was officialiy consolidated into 
CENTRAL-PENN NATIONAL BANK, thereby 
giving the latter total assets in excess 
of $190,000,000. 

Salt Lake City, Utah-—CONTINENTAL 
NATIONAL BANK & TrusT Co. has con- 
verted into a state bank with the title of 
CONTINENTAL BANK & TRUST Co. 


A A A 


BRIEFS 


Los Angeles, Cal.—Howard H. Rolapp, 
vice president and trust officer of METRO- 
POLITAN TRUST Co., has been elected 
president of SECURITY TITLE INSURANCE 
& GUARANTEE Co., the parent company. 
He succeeds William S. Porter, who was 
also president of Metropolitan Trust. 

Atlanta, Ga. — 
Larkin H. Parris, 
vice president and 
general trust officer 
of CITIZENS & 
SOUTHERN NATION- 
AL BANK, was elect- 
ed chairman of the 





board of Family 
4 rang Finance Corp., 
——— whieh hes 101 of 


fices in 29 states. Alan K. Dolliver was 
named president. Both offices were made 
vacant by the death of Rufus DeWitt 
King, a former Atlantan and a founder 
of Family Finance. Mr. Parris, who di- 
rects all trust operations of Citizens & 
Southern’s eleven branches, and is a past 
president of the Atlanta Chapter of the 
American Institute of Banking, was a 
member of the first class of the Graduate 
School of Banking at Rutgers University. 

Montreal, Quebec, Canada—(Correc- 
tion of Feb. item p. 135): Mrs. H. M. 
Deuel, not Robert Cooper, is now secre- 
tary of the TRUST COMPANIES ASSOCIA- 
TION OF QUEPEC. 


TRUSTS AND ESTATES 
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SOLVENCY 


As Viewed in 


English Bank Reports 


HE URGENCY OF DRASTIC REMEDIAL 
T MEASURES to sustain the value of the 
pound sterling and the existing standard 
of living in Britain were cited by all 
the Chairmen of the Boards of the big 
English banks that have made their 1951 
annual reports to shareholders. For the 
most part, they approved measures so 
far taken by the new Conservative gov- 
ernment, and expressed cautious opinions 
that the battle would be won, given a 
united and determined effort on the part 
of all the people. 

There is much to learn from Britain’s 
experience in recent years, as we are 
beset by many of the dangers which 
have brought her so close to bankruptcy 
at this time. 

The Marquess of Linlithgow (since de- 
ceased), as Chairman of the Midland 
Bank Ltd., referred to the grave de- 
terioration in the nation’s’ economic 
health, the intensification of inflationary 
pressures, and the disequilibrium of the 
balance of payments. He welcome the 
new government’s more flexible monetary 
policy but said that cooperation of the 
people —— springing from the conviction 
of the urgency of remedial action — 
was essential. 

These monetary measures involve a 
severe curtailment of credit and the 
liquidity of the banks has been sharply 
reduced by the funding of £1000 million 
of Treasury bills. (The Bank rate has 
been raised to 24%.) 


THE ILLUSIONS OF INFLATION 


The Marquess cited four great illusions 
created and fostered by the process of 
inflation: 


The illusion of Welfare 
The illusion of Security 


The illusion of Greater Progress 
than is in fact being achieved. 


The illusion of Prosperity 
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One of the most important contributing 
causes of the inflation was that “the 
consumption of goods and services has 
exceeded the production of them.” Britain 
has also suffered, he said, from “over- 
strain of economic resources.” 

Lord Balfour of Burleigh, Chairman 
of Lloyds Bank Ltd., remarked on the 
loss of about one-third of the record 
post-war dollar reserves of June 30 
($3,867 million) by December 31st. One 
of the most important factors was the 
abrupt decline, early in 1951, of Amer- 
ican purchases of wool, rubber and tin, 
which in turn brought their prices down 
with a run. On the other hand, most of 
the sterling area imports remained at 
boom levels. 

The Chairman reported an expansion 
of some 3%% in home consumption dur- 
ing the first half of 1951 at a time when 
there should have been a curtailment to 
make way for rearmament. This he added 
“has been too much for our rigid and 
overloaded economy.” 


MONETARY DISCIPLINE Vs. “CONTROLS” 


The government’s recent decision to 
reinforce physical controls by the use 
of monetary measures, holds out the first 
real hope, according to this banker of 
escape from the inflationary quagmire. 
The real solution must be, he said, an 
all round increase in productivity. Infia- 
tion must be halted and the fact that 
the Trades Union Congress had offered 
collaboration “may be decisive.”” Viewing 
rationing and state planning as _ineffi- 
cient, Lord Balfour stated: 

“When the monetary system is 
functioning properly, costs and prices 
indicate correctly the true scarcity of 
goods and services; the price system 
provides us with a rational guide to 
economic conduct, and we no longer 
have to depend upon the arbitrary 
guesses of well-intentioned but neces- 
sarily far less than omniscient plan- 
ners. I am far from asserting that 
this classical doctrine can be applied 


blindly; but in this generation we 
seem to have forgotten the rule and 
remember only the exceptions. The in- 
vention of money was one of the great 
steps forward in the development of 
mankind. Wisely handled, the mon- 
etary mechanism is an instrument of 
great delicacy, yet great power. It has 
been thrown out of gear and must be 
set to work again.” 


THE PLANNERS DISILLUSIONED 


A. W. Tuke, Chairman of Barclays 
Bank Ltd., followed the same line of 
thought when he said: 


“The initial period of the experi- 
ment in planning is clearly at an end, 
but no one knows when it may be re- 
versed. Not all of us expected a mas- 
terpiece, but even the most optimistic 
partisans must be a little disillusioned 
by what they see at the present 
moment. 


“Certain forms of State intervention 
in our economic life are, of course, 
inevitable. Clearly there are cases 
where it would be impossible to levy 
payment on, or even to identify, the 
users of the service, and the only con- 
venient course in such instances is 
to provide the service ‘free’ and to 
make the community as a whole bear 
the cost. But I have no belief in the 
efficacy of any central control of all 
the manifold wants of fifty million 
people by means of a mass of permits, 
coupons and licenses, no longer con- 
sidered merely as necessary evils to 
be tolerated in time of war and other 
grave crises and to be abolished as 
soon as possible when the crisis is 
over, but as weapons with which to 
repress the antisocial tendencies of 
those who are so eccentric as to wish 
to spend their own money in their own 
way. 

“In these matters it is better for 
authority to confine itself to avoiding 
the creation of conditions in which it 
pays a man to break the law. Human 








nature being what it is, it is quite 
useless to depend on regulations which 
can be evaded and on appeals to the 
social conscience which can be ig- 
nored. It is a regrettable fact that in 
the period since the end of the war 
there has been in many directions a 
distinct deterioration in the moral 
standards of the people of this coun- 
try, for which over-planning and over- 
taxation must share a large part of 
the blame.” 


Lord Aldenham, chairman of West- 
minster Bank Ltd., strongly deprecated 
complacency and urged increasing the 
volume of exports, as 1952 “will provide 
a challenge to British industry — a 
challenge in which the stakes are our 
standard of living.” He also dwelt on 
the importance of increased production 
and thrift. 


THE NEMESIS OF DEMOCRACY 


“Recent weeks have seen a transforma- 
tion in the financial atmosphere,” ac- 
cording to Lord Selborne, chairman of 
National Provincial Bank Ltd., pointing 
up the fact that the recent change in 
Government was welcomed by an im- 
portant part of the financial community. 
His observations on inflation have spe- 
cial significance on both sides of the 
Atlantic: 


“Inflation is the familiar expedient 
the opportunist politician is too often 
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ready to adopt to avoid meeting his 
commitments without perhaps realiz- 
ing that it constitutes a fraud on every 
one who has trusted him sufficiently 
to lend money to the State or in its 
currency, or to work for pensions in 
that currency. It is a primary duty 
of the Government of every civilized 
country to maintain a stable cur- 
rency. Inflation may well prove to be 
the nemesis of democracy. People will 
not indefinitely support a system 
which makes mockery alike of their 
wages and their savings.” 


TAXES ARE “DEATH” DUTIES 


All of the bankers cited made some 
reference to the heavy burden of tax- 
ation in Great Britain, and Lord Sel- 
borne said it was now taking 40% of 
the total national income. Furthermore 
“the cumulative effects of our taxes to- 
day, at their level and by their incidence, 
are to destroy incentive, encourage ex- 
travagance, restrict efficiency and pen- 
alize skill. They prevent the formation 
of capital and the replacement of 
machinery. They stifle growing business 
in their infancy. They deter enterprise 
and frighten foreign capital from our 
shores.” 


At another point he said, “Death duties 
at their present level . . . not only are 
breaking up family businesses to the 
great detriment of their employees, 
but they also encourage extravagance 
by removing from the individual power, 
and therefore the will, to save for his 
children.” 


REMEDIAL MEASURES 
Here, briefly, are the steps taken by 


the government to re-establish Britain’s 
financial position on a healthy basis: 


Credit controls imposed 

Bank interest rates raised 

Physical controls placed on borrowings 

Capital expenditures cut by all but 
essential industries 

Government expenditures cut on civil 
service, social services,. etc. 

Direct dollar and other external pur- 
chases greatly reduced, including 
food as well as luxury goods. 


Taxation — British View 


A money economy will not work 
without the provision of adequate mon. 
etary incentives. The Conservatives 
should formulate a consistent plan for 
overhauling the whole taxation system 
of the country in order to increase the 
force of monetary incentives, 


The chief danger to be avoided jis 
giving the impression that the provision 
of incentives involves relieving the rich 
of taxation at the expense of the poor, 
This is, of course, a misconception of 
the problem, which is, within each in- 
come group, to reduce the taxation on 
skill, enterprise and effort and, as a 
necessary increase it 
on the lack of these qualities. Some 
examples of what is involved are the 
severe reduction and, if possible, aboli- 
tion of profits tax and its replacement 
by a higher rate of income tax on un- 
earned income, reductions in the 
rates of surtax on earned incomes com- 


consequence, to 


or 


pensated (if compensation is needed) 
by increases in the rates of estate duty. 
In the ranges of 
clear that indirect taxes have a smaller 
disincentive effect than income tax. Any 
reductions in taxation should be concen- 
trated on income tax. 


lower income, it is 


There is a great deal to be said for 
the principle (adopted in Sweden by the 
Socialist party) of taxing profits that 
are genuinely retained in business enter- 
prises considerably more lightly than 
those that are distributed—though any 
such change might increase the case for 
a capital gains tax. There is nothing to 
be said for the system into which this 
country has now drifted, by which the 
provision of capital by “ploughing 
back” bears a heavier rate of taxation, 
on the average, than its provision by 
the alternative route of paying profits 
out to investors and attracting them 
back by further issues of capital. 

The Economist (London), November 3, 1951 
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MORE TRUST BUSINESS 


ANNUAL REPORTS SHOW HIGHER COSTS 
AND TAXES CUT GROSS EARNINGS 


ORTY OF THE FIRST 125 annual 

bank reports reviewed for trust de- 
partment activities stated that in 1951 
they had reached an all-time high in 
volume of trust business or that it was 
“one of our best years.” Sixty-nine 
others indicated satisfactory results, re- 
ferring to “increasing number of ac- 
counts,” “substantial growth” or “op- 
erating results quite satisfactory.” The 
remaining 16 made no mention of the 
trust department. 

Much of the increased business was 
in the field of pension and profit-shar- 
ing trusts, which were specifically men- 
tioned in twenty-five reports, and in a 
larger number of investment manage- 
ment and custodian accounts, which 
were cited by twenty. A larger number 
of wills on file and a greater interest in 
estate planning were widely reported, 
partly because “the effects of current 
taxes . . . continue to make estate plan- 
ning a subject of increased importance, ” 

. especially with respect to business 
owners. 

Transfer agent and registrar business 
was particularly mentioned in eight re- 
ports (and implied in more) as another 
field of increased activity; living trusts 
were a major item in five; and the ad- 
justment of compensation in existing 
accounts was listed by five. In Pennsyl- 
vania and New York especially the need 
of upward revision of legally permis- 
sible rates was called to the attention 
of the stockholders. . . “Efforts are be- 
ing made to secure legislation which 
would increase these fees to a level more 
in keeping with present costs” . . . “the 
rates of commissions permitted by ihe 
courts have not been compensatory for 
the growing complexities and expenses 
of trust administration. We have at- 
tempted a partial correction of this sit- 
uation by negotiations . . . with respect 
lo commissions on the accounts already 
on our books and with rate agreements 
for our prospective accounts.” The 
Maryland Legislature granted in 1951 
“a sorely needed increase in the com- 
pensation which trustees are allowed.” 


Two reports held that part of the 
business growth was directly due to the 
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activities of stockholders and directors, 
and one stated clearly that the increases 
were the result of capable management 
by the head of the department. A 
stepped-up program of trust promotion, 
while tacitly behind much of the year’s 
growth, was directly credited with it 
in a few instances. . . “The values of 
the department are kept constantly be- 
fore the public through advertising, our 
radio and television programs, and en- 
velope enclosures. We believe these are 
effective in producing business”. . . 
“We are sponsoring telecasts . . . Our 
commercials consist of dramatized 
events arising in our title business and 
trust business.” Forums were men- 
tioned in five of the reports as related 
io the business improvement, but no 
specific data were given as to directly 
traceable results. 


Trust Comments 


The effect of higher operating costs, 
including salaries, and much _ higher 
taxes, was generally left to the com- 
ments of the president or the chairman 
of the board. Trust departments are 
notably reticent in regard to exact fig- 
ures for their operations. Twenty-nine 
reports stated the amount of assets un- 
der administration, twelve listed the 
amount of gross income, and only three 
gave the amount of net income. Inevita- 
bly. however, rising costs and taxes af- 
fect the trust department, and in a few 
cases the comments on this subject 
spilled over into the trust department 
section of the report .. . “high salaries 
and taxes limited profits” “net 
profit was smaller owing to increased 
costs and taxes”... “higher taxes and 
expenses reduced the net earnings.” In 
some instances the comment dealt with 
taxes alone, as, for instance, “largest 
net operating income (before taxes) in 
its history. However, higher income 
taxes left net operating income short of 
the figure for 1950.” 


Many banks today are striving to 
overcome the public feeling that a bank 
is a “cold” place, and are seeking to 
improve the method and variety of 
their services. This is reflected in the 
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Cover of annual report of Fidelity Trust Co., 
Pittsburgh 


reports partly in the business philosophy 
stated and partly in the content and 
format. Quotations like these are be- 
coming more frequent: “(The bank’s) 
success can be gauged in part by the 
profit which is earned for the owners. 
A better measurement, however, is the 
extent to which a constructive service 
has been rendered to the community.” 

“Banks which do not broaden 
their usefulness and services are miss- 
ing the greatest opportunity in banking 
history.” 


Format 


It may be appropriate to point out 
here that the annual report provides one 
more place where the trust department 
can tell its story, and the more readable 
and appealing the report, the better the 
advertising value for the department. . 
Not a few banks have sought to do. 
each year what one called adding “im. 
provements to our Annual Report by 
giving more factual information in non. 
technical language and by using more 
charts in color to better illustrate and 
interpret the text.” 


In doing so it is important to keep 
in mind the readers for whom the re. 
port is designed — stockholders, cus- 
tomers, employees or all three. One 
bank which formerly published a sepa- 
rate report for employees writes, “This 
year we have combined our President’s 
Report to Stockholders and our Em. 
ployees’ Report into one, as we feel that 
stockholders will be interested in the 
human assets of our Bank.” “This an- 
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nual report . . . is intended for all 
those who have a direct or indirect in- 
terest in the successful operation of 
our bank . . . shareholders . . . staff... 
customers . . .” reads the foreword of 
another report, and a third says, “This 
report will be mailed upon request to 
any individual or organization interested 
in the bank or desirous of using its 
services and facilities.” 

Among the features that have helped 
to “explain” the trust department in 
annual reports this year are: photos of 
trust quarters and personnel; separate 
charts for trust department figures; ex- 
planations of the practical values of 
trust services; placing of some trust de- 
partment statement on a front page of 
bank “Highlights of the Year”: explana- 
tion of the Common Trust Fund and 
its utility for small trusts; and actual 
stories of such trusts as can be publi- 
cized. 

Following is the first installment of 
excerpts from reports. 


ALABAMA 


First NaTionaL Bank, Montgomery: 


During the past year experienced a 

healthy growth in the volume of trust assets 
handled. We have one of the largest Trust 
Departments in the Southeastern States . 
In spite of increased operating the 
Trust department, after making appropriate 
charges for indirect costs, shows a reasonable 
profit. 


costs, 


ARIZONA 


First NATIONAL BANK OF ArRIzONA, Phoenix 


Worthy of special attention is the steady 
expansion of our Trust Department. The vol- 
ume of fiduciary business in 1951 maintained 
the pace of recent years and totals established 
highs for this phase of the bank’s 
activity. 


new 


CALIFORNIA 


Catirornia Trust Co., Los Angeles: 


. . . Continued growth through 1951. Total 
trust assets have trebled since 1945. The 
number and value of trust accounts 
acquired and Wills filed with the Company 
in 195] were the highest in its history 
a substantial number of corporations estab- 
lished pension or profit-sharing plans 
with California Trust Co. as Trustee. 


new 


Citizens Nationat Trust & Savines Bank, 
Los Angeles: 


The operation of the trust department dur- 
ing the year involved a considerably higher 
volume of business and larger earnings than 
in 1950 Particularly significant is the 
increased volume of living trust business, 
evidencing the department’s successful man- 
agement of property of all kinds and the 
maintenance of a reasonable return 


Security-First National BANK, 
Los Angeles: 


The over-ail activities of the Trust Depart- 





ment followed an upward trend for the fourth 
consecutive year. Gross trust fees collected 
were the largest in the history of the Bank. 
Higher costs including taxes affected ad. 
versely the proportion of net to gross. The 
dollar value of trust assets reached a ney 
high. Volume of wills filed and new business 
placed on the books showed a satisfactory 
growth. The number of accounts where the 
Bank acts as trustee under pension or profit. 
sharing funds increased substantially. 











Union Bank & Trust Co., Los Angeles: 


Earnings of the trust department reached 
a new peak in 1951. We have been aggressive. 
ly promoting our services as a trustee under 
pension and profit sharing plans, a rapidly 
growing type of trust business involving sub. 
stantial funds. There has also been an in. 
creasing demand for our services as_ invest- 
ment managers and custodians for individuals, 
financial institutions and estates. From wills 
filed with us for safekeeping we 
increasing trend for husbands and wives to 






observe an 







establish trusts for each other to minimize 
estate taxes. 
MontereEY County Trust & Savincs Bank, 






Monterey : 






Our Trust Department continues to show 
growth 






First NaTIONAL Trust 


San Diego: 


& Savines Bank, 








The Trust Department enjoyed a most sue- 
cessful year in 1951 with new business and 
gross earnings at the highest level in its 27 
year history. It is expected that this trend 
will continue .. . one of the most frequently 













used vehicles for substantial tax economies 
is the living trust . Gross earnings of the 
Trust Department totaled $308,511 during 






1951. This represented an increase of $85,702 
over the preceding 12 months or a gain of 
38.4 per cent. This rate of growth 
slightly higher than the rate of increase in 
earnings of the bank from _ other 
sources, accounting for 7.8 per cent of the 
total in 1951 compared with 6.7 per cent in 
1950. The value of all trusts in which in- 
vestments are surpervised by this department 
is more than 40 million dollars. The number 
of wills filed for safekeeping, in which the 
bank is named as executor or trustee or both, 
increased substantially during the year 
Our common trust fund, the first to be estab- 
lished on the Pacific Coast, has now been in 
operation since July 1, 1942, and continues 
to be a most satisfactory medium for invest- 
ment of small and medium trust accounts. 
This fund which now totals over four million 
dollars, continues to and 
importance 
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gross 


















increase in_ size 









3sNK OF America, N. T. & S. A. 


San Francisco: 








Growth of the Trust Department (started 
in 1917) continued in the substantial man- 
ner of recent years. It was in all major par 
ticulars the department’s best year to date. 
One of many causes of this growth is im 
creasing use of trust services by our stock 
holders also they are more frequently 
recommending the department to relatives and 
associates. Our Common Trust Fund enjoyed 
another good year and, although only four 
years old, it is now one of the largest funds 
of its type in-the United States. 
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Tue BANK OF CaLirorNia, NATIONAL 
AssOcIATION, San Francisco: 


Fees received for fiduciary services during 
1951 have again shown a gain over the 
previous year due to the increasing number 
of trust accounts handled at Head Office and 
at each of our northern offices. The great 
saving in estate taxes which can be made 
through leaving all or a portion of one’s 
estate in trust is receiving much publicity and 
may be expected to increase the demand still 
further for the Trust Department’s services 
_,. The department has shown a satisfactory 
increase of business in its services to cor- 
porations. 


CrocKeR First NATIONAL BANK, 
San Francisco: 


The Trust Department experienced the best 
year in its forty-two years of operation 
The volume of new personal trust and agency 
accounts demonstrates the steady expansion 
in public acceptance and use of our trust 
services. Our bank was appointed as executor 
or trustee in a record number of new wills 
desirable new appointments as Transfer 
Agent or Registrar of stock were received 
... The number of Pension and Profit Shar- 
ing Trusts also increased. 


Wetts Farco Bank & Union Trust Co., 
San Francisco: 


Assets held in the Trust Department for 
customers’ benefit on December 31 increased 
190% during the year. Pension and profit 
sharing plans grow increasingly popular. 


COLORADO 


Cotorapo NATIONAL Bank, Denver: 


Considerable new business has been devel- 
oped and the operating results for the year 


have been very satisfactory 
CONNECTICUT 


First NaTtTionaL Bank & Trust Co., 


Bridgeport: 


Our Trust Department. under the capable 
management of Senior Vice President J. 
Walker Hill, continues to show record growth. 
and this year we increased our actual and 
potential business by over eleven and a half 
million dollars. This department shows a 
substantial profit. 


Hartrorp NationaL Bank & Trust Co., 
Hartford: 


The Trust Department in year in- 
cluding the year just past has not only con- 
tributed a substantial sum to the net earnings 
of the bank, but over the years it has assumed 
an increasingly important part in the Bank’s 
affairs and in service to the public. (Maynard 
T. Hazen, formerly senior vice president and 
head of the trust department, now serves as 
Trust Counselor and a Director.) 


each 


Union & New Haven Trust Co., New Haven: 


Our Trust Department showed further sub- 
stantial growth during 1951 and again made an 
important contribution to operating income. 
The year-end total of funds in the care of 
this department amounted to $123,174,859 
income from trust department fees was up 


68% from 1950). 


First-StamMForD NATIONAL Bank & Trust Co.., 
Stamford: 


The continued steady growth of our Trust 
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Department during the year is very gratifying. 
The year 1951 marks the record year for this 
department . . . increased number of trust 
accounts and the substantially larger volume 
of assets being administered . . . The average 
size of Trust accounts being administered 
shows that an increasing number of persons 
of modest means are utilizing our services 
... The sympathetic consideration shown and 
understanding counsel given in connection 
with the individual requirements of bene- 
ficiaries and recipients of trusts continues to 
be the most valuable part of the services 
rendered by the department. Management 
agency accounts are becoming increasingly 
popular as persons of even modest wealth 
realize the advantages . . 


STAMFORD Trust Co., Stamford: 


The Trust Department has just completed 
the most successful year in its history. Trust 
funds increased to $34,307,065, a gain of 
$3,574,724 or over 11% ... There has been 
a marked increase in the number of people 
who have named the Stamford Trust Co. as 
executor of their will. At the present time 
estates in of settlement total over 
$5,200,000 During the year the Trust 
Department of the Home Bank Office was 
consolidated with the Main Office in Stam- 
ford with resulting operating efficiencies. 


pre CESS 


TORRINGTON NATIONAL Bank & Trust Co., 
Torrington: 


Reflecting the steadily widening use of our 
fiduciary services by individuals in the ad- 
ministration of their and care of 
their investments, the volume of business of 
our Trust Department continues to show satis- 
factory growth. 


estates 


DELAWARE 


Witmincton Trust Co., Wilmingten: 


The Trust Department had unusually favor- 
able earnings in 1950 as a result of high extra 
dividends on certain our care, 
and of several large non-recurring payments 
for special Therefore, while 195] 
earnings are lower than those for 1950, they 
continue to show a satisfactory department 
trend in comparison with previous years. 


securities in 


services. 


District oF COLUMBIA 


AMERICAN Security & Trust Co., Washington: 


The Trust Department continued its steady 
growth during 1951, and administers 
assets in its personal trust division aggregat- 
ing in excess of $225,000,000 -in market value. 
Total new trust business received during the 
year was approximately $20,000,000 and the 
gross earnings of the Trust Department were 
$533.962. The year 1951 was one of the best 
in our history for new will appointments . . . 
In most instances persons who have named 
our Company Executor and Trustee in their 
wills leave the originals with us for safe- 
keeping. We make a practice of calling to 
their attention, from time to time, the ad- 
visability of reviewing their wills . . . A 
number of new management agency accounts 
were placed with us by individuals and organ- 
izations . . . Another active part of our trust 
service during 1951 was in the field of 
pension and profit-sharing plans . . . Our dis- 
cretionary common trust fund completed its 
second fiscal year of administration on August 
31... On the most recent quarterly valuation 
date, November 30, 1951, the approximate 
market value was $4,870,000. 
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From annual report of First National Bank 
& Trust Co., Bridgeport, Conn. 


Two hundred and four trusts now participate 
in a broadly diversified list of securities con- 
sisting of bonds, first mortgage real estate 
loans, and preferred and common stocks . . 
We are pleased with the manner in which 
the discretionary common trust fund enables 
us to obtain a much broader diversification 

Work continued on the adjustment of 
compensation in accounts being administered 
under inadequate fee arrangements. Good pro- 
gress can be reported as a result of the 
recognition by our customers that increased 
costs justify adjustments in our compensa- 
tion. 


219 








Sample of American Security & Trust’s 
“Simplified Statement” : 


Simplified Statement of Income and Expenses 
for the year 1951 


We Received During The Year: 
From interest on U. S. Gover- 
ment $1,243,451 
etc., etc. 
From trust department fees and 
commissions 
etc., etc. 
Total of All Operating Income 
We Spent During the Year: 
For salaries of bank employees, 
etc., etc. 
Total of All Operating Expenses 3,349,559 
Leaving as our year’s net income 
from operations before taxes on 
income _ “aes 
From which we provided for Federal 
and D. C. Taxes on income _.. 903,598 
Leaving us Net Operating Income of 1,165,333 
We distributed $1.50 a share to 
stockholders for a total of - 

We transferred to Reserve for Con- 
tingencies __. 
We have earmarked for transfer Jan- 

uary 2, 1952, to the Employees 
Pension Fund ____ : Lae 
We retained in Undivided Profits 
an amount equivalent to about 
$1.42 a share, or a total of 


533,961 


5,418,491 


2,068,932 


510,000 


73,529 
100,000 


481,803 


Union Trust Co., Washington: 


Trust Department operating results were 
again quite satisfactory . . . By a system of 
rotation two non-officer directors serve on the 
Trust Committee at all times. 


Wasuincton Loan & Trust Co., Washington: 


Trust Department assets increased consider- 
ably during the year 1951] as a result of new 
estates, trusts and agencies for management 
and administration. Gross earnings were the 
highest in the history of the Department with 
the exception of one unusual year. The Trust 
Department has been able to increase the 
income of its clients by additional invest- 
ments in loans secured by first deeds of trust 
on improved real estate, the funds for which 
were provided by the sale of bonds at the 
direction of the Trust Committee . .. the 
Common Trust Fund was established on July 
31, 1950, and now has approximately $3,100,- 
000 of trust funds invested therein. The 
experience of other institutions shows that the 
full benefit . . . to the individual trust in the 
form of larger income and to the Trust De- 
partment in reduced handling costs, do not 
usually become apparent until after the sec- 
ond year of operation. 


GEORGIA - 


First NaTIONAL BANK, Atlanta: 


The income of the Trust Department was 
the largest in its history. Trust assets and 
accounts continued to increase, now standing 
at an all-time high. Men and women of mod- 
erate and large means are taking advantage 
of our Agency service and are also naming 
our Trust Department as Executor and Trustee 
under Wills. 


Futton NaTIONAL BANK, Atlanta: 


The new business secured by this depart- 
ment reached an all-time high this year. Like- 
wise, the number of accounts under admin- 
istration and the volume of property managed 
reached new records . . . we are also being 


220 


called upon more often by business firms to 
serve in the handling of their securities and 
in the management of their pension and re- 
tirement funds. A greatly increased number 
of attorneys are preparing these instruments 
naming us in a fiduciary capacity. 


GeorciA RarLroap BANK & Trust Co., 
Augusta: 


The Trust Department continues to broaden 
its scope of services — and is handling a 
steadily increasing number of accounts. .. . 


ILLINOIS 


- 
AMERICAN NATIONAL BANK & Trust Co., 
Chicago: 


Our Personal Trust Division has developed 
steadily and its rate of growth is being ac- 
celerated. The aggregate number of wills 
placed on file with us in 1951 was substantially 
larger than in any previous year. The volume 
of custodian management’ accounts, under 
which the bank acts as agent for individuals, 
corporations and philanthropic organizations 
by rendering investment advisory and cus- 
todian service increased during the year. The 
Corporate Trust Division also experienced a 
satisfactory increase in volume of business. 





1951 


1950 & 


1949 


1948 


1947 


1946 





Old National Bank in Evansville, Ind. 





Cuicaco TitLe anp Trust Co., Chicago: 


New trust business for 1951 exceeded 1950 
by a substantial margin. Included in the 
increase were a large number of wills naming 
this Company executor and trustee, living 
trusts, agencies, insurance trusts, and depos- 
itary accounts. Land trusts also showed a 
substantial increase. Note issues certified and 
release deeds issued were slightly under 1950. 
Particularly significant was the interest shown 
by lawyers in the preparation of estate plans. 
Our Investment Counsel Service of the Trust 
Division, started in 1947, has shown a steady 
growth each year. 


City NationaL Bank & Trust Co., Chicago: 


The growing public recognition of the need 
for trust services evidenced itself in another 
satisfactory year both in the Personal and 
Corporate Trust divisions . . . The Common 
Trust Fund, inaugurated December 1, 1947, 
continued to prove a valuable medium for 
making available to small and moderate sized 
trusts the advantages of diversification of 
investments. The Fund is now seven times its 
original size and serves more than seven 
times the original number of participating 
trusts. Pension and Profit Sharing Trusts 
increased in number and amount and during 
the year additional appointments as Transfer 
Agent and Registrar were received. 


CONTINENTAL ILLInoIs NATIONAL Bank & 
Trust Co., Chicago: 


The Bank has been named on an even 
more extensive scale than in past years to 
serve as executor and trustee. Many cys. 
tomers also have availed themselves of jp. 
vestment assistance through supervised agency 
accounts and trust agreements. Safekeeping 
volume has been large. New appointments as 
transfer agent, registrar of stock, and dividend 
disbursing agent have added to the volume of 
these services . . . Pension plan administra. 
tion is becoming a greater part of the Trust 
Department’s activities. Existing plans have 
grown substantially, and additional organiza- 
tions have appointed the Bank to administer 
their newly established plans. 


First NATIONAL Bank, Chicago: 


1951 marked the completion of forty-eight 
years of continuous trust service by this bank. 
In that period we have experienced wars, de- 
pressions, inflation, and other economic trials, 
Under conditions of increasing complexity, our 
trust business continues to expand . . . we 
have in our vaults today a greater number of 
wills — representing future appointments of 
the bank as Executor or Trustee — than ever 
before. In the last twelve months, our gross 
operating income for all types of fiduciary 
service reached a new high point. The total 
assets in our custody and the average daily 
volume of business handled in the Trust De- 
partment were never larger. In our Corporate 
Trust Division there was a steady and im- 
pressive growth in Pension and Profit Sharing 
Accounts. 


Harris Trust & Savincs BanK, Chicago: 


Our Trust Department in both Corporate 
and Personal divisions completed one of its 
best years in the volume of current and new 
business, but higher taxes and expenses re- 
duced the net earnings. There was a_ sub- 
stantial increase in our business as trustee and 
agent for pension and profit-sharing trusts. A 
similar gain was made in investment agent 
accounts and living trusts . . . We received 
important appointments as trustee for corporate 
bond issues, as paying agent for corporate 
and municipal bonds, and as transfer agent 
and registrar for stocks Non-officer di- 
rectors serve in rotation on the Directors’ 
Trust Committee which reviews and_ super- 
vises the operations and policies of our Trust 
Department. 


INDIANA 


O_p NATIONAL Bank, Evansville: 


Added more Trust Business than in any 
single year of the bank’s existence . . . Trust 
business — both as to volume and broader 
scope of services being offered — is one of 
the most gratifying attainments of the past 
year. In this operation, 1951 total resources 
reached the highest level ever — confirma- 
tion of the success of the comprehensive trust 
development program which the Bank has 
been conducting the past several years. The 
significant factor in this over-all success is 
the number of personal estates, wills and 
agency accounts . . . operation of the Common 
Trust Fund opens to small trusts the benefits 
of diversification . . .and 100% invested posi- 
tion at all times. 


AMERICAN NATIONAL Bank, Indianapolis: 


The business of the Trust Department has 
continued to grow. An increasing number of 
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new Will appointments as executor and trus- 
tee is being obtained and more estates were 
actively administered during the past year 
than in any previous year . . . individuals 
(are making) accelerated use of the Trust 
Department’s estate planning service. 


KENTUCKY 
Tue Kentucky Trust Co., Louisville: 

The Trust Department of the Kentucky 
Trust Co. continued its gratifyingly vigorous 
growth as measured by the substantial in- 
crease in the book value of trust assets and 
by the volume of trust commissions . . . The 
Kentucky Trust Co.’s “Diversified Trust Fund 
A” (the first common trust fund established 
in Kentucky) has been in operation during 
all of 1951, and is proving to be a very useful 
tool. . 


MARYLAND 
BALTIMORE NATIONAL BANK, Baltimore: 


Both the corporate and the personal trust 
divisions continued to grow and acquired de- 
sirable active new business during the year. 


EquitaBLe Trust Co., Baltimore: 


Operations of the Department for the year 
just ended showed broadened activities and 
increased earnings . . . Of particular interest 
is the marked growth in the number and size 
of individual agency accounts . . . Our Com- 
mon Trust Fund, established a number of 
years ago, has justified the faith of those 
participating. A_ realistic approach to the 
administration of this particular type of fund 
has led to a steady increase in its over-all 
size and unit value . . . The Pension and 
Profit Sharing Trusts established by corpora- 
tions and partnerships continue to grow in 
size. There also is interest shown in the 
Charitable Trust for use and benefit of those 
charities not directly associated with the 
creator of the trust. 


Fwevtity Trust Co., Baltimore: 


Consistent with the constant growth of our 
Trust Department services, the Fidelity Trust 
Company’s First Discretionary Common Trust 
Fund was established on February 1, 1951 

. enabling smaller estates to have the wide 
diversification of investments enjoyed by larger 
estates with a better return and without addi- 
tional cost . . . The department is handling 
an increasing number of pension and _ profit 
sharing trusts Our personal trust de- 
partment enjoys ever increasing volume .. . 


Sare Deposit & Trust Co., Baltimore: 


Our operating income before income tax 
amounted to $860,224. After reserving $347,000 
for income tax, the net return from operations 
amounted to $513,224 the Maryland 
Legislature granted a sorely needed increase 
in the compensation which trustees are al- 
lowed. The new rates did not become effec- 
tive until June . The aggregate market 
value of trust and agency funds in our care, 
valued at their respective anniversary dates 
during 1951, was $697,000,000. During the 
year a substantial amount of active new 
business was put on our books, this being 
in fact one of the largest years in our history 
in this respect. We also obtained many new 
and desirable appointments as executor and 
trustee . . . The smaller trusts under the Com- 
pany’s management obtain the benefits of both 
diversification and common stock ownership 
through the medium of our Common Trust 
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Fund. This fund has grown from approximate- 
ly $675,000 in 1945 to over $24,000,000 in 
1951 through additional participations in the 
fund. 


MASSACHUSETTS 
Boston Sare Deposit & Trust Co., Boston: 


Our income received as compensation from 
trusts and custodian accounts showed a sub- 
stantial increase over 1950. This increase re- 
sulted from a higher level of security prices 
and the large dividend distributions at the 
end of 1950. Compensation received as execu- 
tor was greater than for the previous year 
. . . The amount of business handled by our 
Trust Department increased approximately 
4.3%. New business received during the year, 
including appreciation in the accounts of the 
Custody and Clearance Division, amounted 
to $62,822,000; distributions on terminated 
accounts and principal payments were $36,- 
705,000 — resulting in a net gain of 
$26,117,000 . . . Established in 1945, Common 
Trust Fund “A” has continued to be a suit- 
able vehicle for managing the investment of 
smaller trusts. During the year, there was a 
net increase of 126 in the number of accounts 
holding investments in the Fund and its size in- 
creased to approximately $25 million ... A 
large volume of security trading and a substan- 
tial increase in numbers of stockholders have 
resulted in more business for our Corporate 
Trust Department. 


Trust DEPARTMENT ASSETS 


U. S. Gowernment, State and 





Municipal Bonds $104,065,981 
Other Bonds 40,807,296 
Stocks 187,145,732 
Loans on Real Estate 529,091 
Other Loans 571,871 
Real Estate by Foreclosure, etc. 14,900 
Real Estate Owned 4,783,421 
Deposits Subject to Check 10,951,304 
Other Bank Deposits 3,142,760 
Tangible Personal Property 252,306 
Other Assets 424,691 

$352,689,353 


State Street Trust Co., Boston: 


Assets under administration, as Trustee 
$159,116,508 (compared with $152,524,931 last 
year); as Executor and Administrator $8,920,- 
473 (compared with $6,918,068 last year). 
Agent in the management of investments and 
other property with book value in excess of 
$60,000.000 ($58,000,000 last year). Other 
agencies including custodianships of Invest- 
ment Trusts, total approximately $488,000,000 
(compared with $435,000,000 in 1950). 


Maupen Trust Co., Malden: 


This department continued to show steady 
growth during the year with a substantial 
volume of new business in prospect for 1952. 


Union Trust Co., Springfield: 


Trust Department 1951 1950 
Liabilities $21,844,681 $20,684,124 
Agency Holdings_6,756,775 7,800,613 


An event of significance was the establish- 
ment of Springfield’s first Common Trust Fund 
as of April 1, 1951. 


MICHIGAN 


Bay Trust Co., Bay City: 


Net operating earnings for the year 1951 


ARIZONA 


Complete 
Fiduciary 
Service 





Home Office « Phoenix 


Thirty-two full-facility 
offices in 11 of Arizona’s 14 
counties — serving an area 
that embraces 90% of the 
state’s population — enable 
us to offer you state-wide 
service on all your fiduciary 
matters in Arizona. 


TRUST DEPT. HEADQUARTERS 
PHOENIX, ARIZONA 


VALLEY 
NATIONAL 
BANK 


LARGEST BANK IN THE ROCKY MOUNTAIN STATES 


Jeman 
GALLERIES 


160 East 56thSt.NX22 


CENTRALLY LOCATED IN 
THE ANTIQUE DISTRICT. 


Specializing in the sale of 
PERSONAL PROPERTY 
AT PUBLIC AUCTION 


Entire Estate Furnishings 
or Residuary Effects 




























At the Galleries or in the home. 


We are equipped to handle sales 
of any scope in our spacious 


MAIN and SECONDARY GALLERIES 


OUR REPUTATION FOR PROMPT 
AND ACCURATE ACCOUNTING 
can be vouched for by the numerous 
Banks, Trust Companies, Law Firms 
and Individuals for whom we have 
produced satisfactory results. 


Consultations involve no obligations. 


WILLIAM J. COLEMAN 
GEORGE J. ROEDIG 
RICHARD ELLETT 


Auctioneers and Appraisers 
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were $32,291, equivalent to $2.15 per share, 
which compares with 1950 per share earnings 
of $2.62 . While 39 new trust accounts 
were placed on the books during 1951, an 
unusually large number, 67 in all, were closed 
out, bringing the total of active accounts down 
to 373. Book value of assets now under our 
administration totals $16,159,539 (compared 
with $16,355,398 a year ago) Despite 
a modest increase in operating income, net 
profit after taxes was smaller owing to in- 
creased costs and taxes . . . Our Company is 
administering funds to the extent of $975,000 
for the benefit of civic, religious, and char- 
itable organizations within our community - 
a fine commentary upon the spirit and gener- 
osity of our citizens. 


NATIONAL BANK oF Detroit, Detroit: 


The year was one of continued growth and 
progress for the Trust Department, and the 
operating results were satisfactory. . . . Assets 
under the supervision of the department 
showed a substantial increase during 1951. 


MINNESOTA 


First Bank Stock Corporation, Minneapolis: 


Trust services are offered by the First Na- 
tional Bank of Minneapolis, First Trust Com- 
pany of St. Paul, and by nine other banks in 
the First Bank Stock group. The volume of 
trust business continues to show a very satis- 
factory growth . . . Provisions for corporation 
employees through pension funds and _profit- 
sharing plans are becoming general in Amer- 
ican industry and our affiliates are currently 
acting as trustee of many profit-sharing trusts 
and pension trusts. 
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Missouri 


City Nationa Bank & Trust Co., 
Kansas City: 

The steady growth experienced by the Trust 
Department in recent years continued at an 
even faster rate during the year 1951. A major 
factor in producing this result has been the 
expanded and more intensive public relations 
program designed to promote greater public 
understanding and use of the department’s 
services. As a part of this program, 
during the year the bank sponsored the first 
estate planning forum ever held for the public 
in Kansas City . . . (attendance of over 450 
at each of four meetings will probably make 
it an annual event) . . . Another important 
factor in the Trust Department's. increased 
growth has been the bank’s long established 
policy of seeking always to exercise the in- 
vestment and management responsibilities . . . 
in the most alert and aggressive manner 
possible within the limits of sound and prudent 
judgment. In line with this policy and in 
an effort to provide the very best service 
possible for smaller sized trusts, a common 
trust fund was obtained in February of 1951 

(which) should become an im- 
portant factor in promoting a wider use of 
the bank’s trust services. 


ComMERCcE Trust Co., Kansas City: 


Our trust department enjoyed a substantial 
growth. An important part of the increase 
is in the Personal Estate and Trust Section. 
... The facilities are constantly expanding to 
keep pace with a growing need fon qualified 
and trustworthy estate management . .. A 
corresponding gain was recorded by the Cor- 
porate Division, through the addition of new 
customers and increased utilization . . . Our 
comparatively new Common Trust Fund has 
proved beneficial to small and moderate sized 
trusts. 


NEBRASKA 
OmAHA NATIONAL BANK, Omaha: 


The Trust Department continues to serve 
a wider and more important group of cus- 
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TEXAS 


* 


77th Year of Dependable, Personal Service 


FIRST NATIONAL BANK in Dallas 


MEMBER FEDERAL DEPOSIT INSURANCE CORPORATION 
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Bankers Trust Co., New York 












tomers in a broad range of fiduciary capace- 
ities. An increasing number of people are 
hiring the bank to help them look after their 
affairs or some part of them, while they are 
here, as well as through the inevitable period 
when we must all place our working tools in 
the hands of others. 












NEw JERSEY 







CAMDEN Trust Co., Camden: 





The Trust Department of your bank is the 
oldest operating Trust Department in the 
State of New Jersey and one of the largest 
. . . Its facilities in both Personal and Cor. 
porate Divisions, are being used on a 
much more extensive scale than ever before. 
Many of our customers are reviewing the 
benefits of Profit Shairng Plans of one type 
or another, Pension Plans, etc. 








now 








Co., Montelair: 






Montciair Trust 


Our Trust Department has continued to 
grow and last year we collected in interest, 
dividends, $2,192,000 for the account 
of estates, trusts, safekeeping and custody ac- 
counts which we handling. The 
under administration had at the year-end a 
book value of $34,534,000 and an estimated 
market value in excess of $45,000,600. 


County Bank & Trus1 


The Trust Department had a 
year of operations and, including the busi- 










etc., 













are assets 






Co., Paterson: 
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Chase National Bank, New York 





ness contributed by the Peoples Bank & Trust 
Co., total assets under the Department’s super- 
vision, amount to $19,329,574. 


PLAINFIELD Trust Co., Plainfield: 


In 1951 the book value of the assets in the 
accounts administered by this department in 
various fiduciary capacities increased to over 


$38,500,000 . . . a gain of $2,500,000. 
New York 


MANUFACTURERS aND Travers Trust Co., 


Buffalo: 

The Trust Department continues its rapid 
growth in the administration of estates, trusts 
and other fiduciary capacities. The services of 
the estate planning department are being used 
more and more . .. we continued sessions of 
the Women’s Forum . . . and Economic Meet- 
ings for business men. . . . The human and 
understanding consideration given to every 
estate problem by our experienced staff is 
largely responsible for the sound development 
of trust service. There is now a total person- 
nel of 9 officers and 41. staff 
trust and estate management. 


members in 


Marine Miptanp Corporation, Buffalo: 


The Trust Departments in Marine Midland 
banks in the aggregate have again set a new 
high record for business obtained ,and earn- 
ings from operations. The Pension Plan 
Division reports good progress during its first 


year of operation. The Investment Management 
Department continues to show excellent 
growth. ... 


Mount Vernon Trust Co., Mount Vernon: 


Our Trust Department earnings for the 
year 1951 were congiderably higher than for 
the year before . . . the highest and best for 
the past four years. 


BANK OF THE MANHATTAN Co., New York: 


The business of the Trust Department has 
continued to grow. Of particular interest is 
the increasing number of our customers who 
are availing themselves of our Investment Ad- 
visory Service . . . The Custody Division is 
administering a large volume of business as 
custodian of the securities of individuals, cor- 
porations and public bodies. 


Bankers Trust Co., New York: 


The past year brought large increases -in 
all types of business in this department. An 
important part of our activities consists in 
serving as trustee for pension and other 
employee benefit funds of all kinds . . . We 
operate two common trust funds . . . partici- 
pation is approximately $25,000. These funds 
were established in 1949 and 1950 and have 
grown rapidly. They have provided better 
diversification of principal for such trusts and 
more liberal income to the beneficiaries; they 
also have afforded greater economies in opera- 
tion. 


Cuase Nationat Bank, New York: 


The trust department is one of the largest 
organizations of its kind. Acting in various 
estate, trust and agency capacities, its staff 
of 1500 handles some 25,000 accounts for 
individual and corporate customers .. . 
Operating revenues of the department for the 
vear showed a gain of 25 per cent over 1950, 
the previous peak year in the ten-year period 
1942-51. This upward trend has been common 
to both corporate and personal trust divisions. 
However, operating costs have increased very 
substantially and are still rising . . . Some of 
the routine transactions handled in the inter- 
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California Property 


ANCILLARY SERVICE 


is available at the oldest independent 


trust company in the Pacific Southwest 





TITLE INSURANCE AND TRUST COMPANY 


433 South Spring Street, Los Angeles 13 
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ests of millions of investors reach these amaz- 
ing totals in the course of a year: 


Bonds Paid (in dollars) -$591,100,100 
Bond Coupons Paid (in dollars). 110,627,985 
Stock Certificates (no. issued or 

registered) ; 6,440,502 
Security Transactions (no. of re- 

ceipts and deliveries) 717,397 


Totals of stock transfers and registrations this 
last year broke all records in the history of 
the department. . . . Since 1939 this bank has 
become one of the foremost institutions in 
the development and administration of pension, 
deferred profit-sharing and other employee 
benefit programs of corporations. Current cir- 
cumstances strongly indicate that a further 
substantial increase in the development of 
these programs can be expected in 1952... 
Of all Chase services none is so personalized 
and closely related to the private financial 
interests of customers and their families as 
those of our personal trust division . . ~ 
Smaller trust accounts have benefited particu- 
larly from the broader investment diversifica- 
tion made possible to them by the operation 
of our two common trust funds . . . The bank’s 
First Discretionary Common Trust Fund com- 
pleted its second year of operation on October 
31 with 424 participating trusts. Our Legal 
Common Trust Fund “A” completed its first 
fiscal year last September 30 with 304 par- 
ticipating trusts . . . During 1951 we served 
as executor of estates ranging from a few 
thousand dollars up to $95,000,000. In con- 
nection with these estates we handled such 
diverse problems as the operation of a grocery 
chain, the publication of comic books, the sale 
of snow removal machinery, and the nego- 
tiation of royalties from a top Broadway hit. 
(Continued next month) 
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WHERE THERE'S A WILL 


ESTHER RANDALL BARTON, wife of 
Bruce Barton, former Congressman and 
head of the leading advertising agency, 
Batton, Barton, Durstine & Osborn, left 
the bulk of her estimated $1,350,000 es- 
tate in trust for his benefit. Mr. Barton 
is to receive the income from the 
residuary trust, as well as such prin- 
cipal sums as the executors-trustees, 
Bankers Trust Co. of New York and 
Mrs. Barton’s attorney, deem advisable 
or necessary for his maintenance, sup- 
port and general welfare without regard 
to his independent resources, such de- 
termination to be binding on the suc- 
cessor beneficiaries. 


The latter are the “issue” of Mr. and 
Mrs. Barton. Male issue will receive 
their shares of the principal at age 40, 
while females must wait until age 50. 
The children will ultimately receive the 
personal property bequeathed to Mr. Bar- 
ton who is required to defray the cost 
of all incident repairs, insurance, taxes, 
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assessments and other governmental 
charges so long as he,wishes to use the 
property. The fiduciaries are to have 
access to the premises for inspection pur- 
poses and must be given all pertinent re- 
ceipts. 

Mrs. Barton, who was for two decades 
president of her class at Wellesley Col- 
lege, bequeathed $5,000 to the Students’ 
Aid Society. Other legacies, totaling more 
than $100,000, include gifts of $25,000 
each to her daughter and one son (the 
other son is given the stock of a news- 
paper corporation) and $10,000 each to 
her brother and his daughter. 


JOHN M. MCMILLIN, a vice president 
and director of Cities Service Co., left 
an estate estimated at $1,650,000. In be- 
queathing his personal effects to Mrs. 
MeMillin, he declared that he did not 
own any of the furniture, rugs, linen or 
other household goods, such having been 
acquired by his wife through her own 
resources. In addition to a $5,000 legacy 
to a former household employee, Mr. Mc- 
Millin gave bequests to his servants, 
measured on a sliding scale in relation 
to length of service, empowering his 
executor, Chase National Bank of New 
York, to apply part or all of the re- 
sulting amount toward the purchase of 
a non-assignable annuity contract for 
the life of the beneficiary. 

The rest of the estate, after a $50.000 
bequest to a brother, is divided into four 
parts. One is to be held in trust by the 
Bank and Mrs. MeMillin to pay the in- 
come to her, with the right to withdraw 
all or any part of the principal from 
time to time except that only a full with- 
drawal is permitted after the fund is re- 
duced below $50,000. Apart from Mrs. 
MeMillin’s withdrawal privilege, the 
corporate trustee may pay or apply to 
her use such principal as it may deem 
necessary or suitable for her welfare 
and support in the style to which she 
has been accustomed. The trustee is not 
to be bound by the usual rules of law 
requiring impartiality between succes- 
sive beneficiaries, nor restricted by rea- 
son of any other resources of Mrs. Mc- 
Millin. 

Of the remaining shares, one each goes 
outright to two sons and to the John M. 
MeMillin Foundation organized in 1945 
for charitable purposes. 


FreED T. CALDWELL, a former senior of- 
ficer and lately director of International 
Telephone & Telegraph. Corp., used a 
formula clause in his will to take ad- 
vantage of the maximum marital deduc- 
tion for the Federal estate tax. He cre- 
ated a trust of so much of the residue of 
his estate as, when added to the value 
of tangible personal property bequeathed 


to Mrs. Caldwell and any insurance or 
annuity policies payable to her and jp. 
cluded in the estate, will equal fifty per 
cent of the gross taxable estate reduced 
by the deductions then allowed under See. 
tion 812 (b) of the Internal Revenue 
Code (since amended to eliminate the de. 
duction for dependent’s support). 


In addition to the income from this 
trust, Mrs. Caldwell is to receive such 
amounts from principal for _ illness, 
emergency or to allow her to maintain a 
reasonable standard of living, as she her- 
self may determine. The will directs the 
executor-trustee, City Bank Farmers 
Trust Co. of New York, to allocate to and 
retain in this trust all U. S. Savings 
Bonds until maturity, when they are 
to be paid over to Mrs. Caldwell. The 
principal of the trust remaining at her 
death is to be paid over to such persons 
as she may designate by will. 


The balance of the residue, as reduced 
by death taxes, is likewise trusteed for 
Mrs. Caldwell’s benefit, except that prin- 
cipal payments are within the trustee's 
discretion and are forbidden unless the 
marital trust fund has been entirely ex- 
hausted. The trustee is enjoined to con- 
sider only what is best for Mrs. Caldwell, 
and is not to be held liable for its de- 
termination to any remaindermen, who 
are Mrs. Caldwell’s sister (one-third) 
and the nieces and nephews of two de- 
ceased brothers (two-thirds share and 
share alike). 


BENJAMIN B. GOSSETT, former presi- 
dent of the former American Cotton 
Manufacturers Association, devised and 
bequeathed to his wife his residence, 
personal effects and $400,000. To each 
of his three children he gave legacies of 
$100,000, and his secretary receives 
$20,000. The rest of the estate, which is 
in excess of $1,000,000, is set up in trust 
with American Trust Co. of Charlotte, 
N. C., which is also appointed executor. 
Each of the children will be paid the 
income from one-third of the trust and 
at death the income from that share will 
be divided among his or her issue. When 
the last of the three children dies, one- 
third of the principal will be distributed 
to each child’s issue. Mr. Gossett author- 
ized the trustee to use principal for the 
benefit of any minor beneficiary when- 
ever-in its discretion the income is in- 
sufficient for his maintenance, support 
and education. 


Cuirrorp L. McMILLEN, former presi- 
dent of the Life Managers Association of 
Greater New York, left his entire estate, 
estimated at over $200,000, outright to 
his wife, expressly excluding his four 
adopted children as they were “already 
otherwise provided for.” Mr. McMillen, 
a leading general agent for many years, 
named The Hanover Bank of New York 
and two individuals as executors. 
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CURRENT LITERATURE NOTES 


1951-2 Montgomery’s Federal Taxes 


Estates, Trusts and Gifts: Robert H. Montgom- 
ery, James O. Wynn & G. Harold Blattmachr. 
1197 pp. $15. 
Corporations and Partnerships: Robert H. Mont- 
gomery, Conrad B. Taylor & Mark E. Richard- 
son. 2 vols. 2894 pp. $35. 

Ronald Press Co., New York. 


The fact that these volumes are now 
in their 34th annual editions — even 
more handsomely bound — is the most 
eloquent testimony of their immensely 
practical value to the audience for which 
they are intended: lawyer, accountant, 
trustman, corporation financial officer. 
For fifteen of those years this reviewer 
has kept these handbooks within arm’s 
reach and has. never failed to find the 
quick answer to any question on estate, 
trust and gift taxation. He understands 
from others that the same is true with 
respect to corporation and partnership 
problems. 


Following the traditional pattern 
which has been found so successful, the 
fiduciary tax volume opens with some 60 
pages on Planning the Distribution of an 
Estate —- a compact but comprehensive 
review of tax saving and dispositive 
plans. The following chapters on the in- 
come tax emphasize those phases par- 
ticularly applicable to decedents, estates 
and trusts, excluding discussions of gen- 
eral application to individuals and fidu- 
ciary relationships alike. The estate and 
gift tax sections reflect the one major 
change in those levies: the Powers of 
Appointment Act of 1951. 


In format, each chapter begins with 
a brief outline and summary, followed 
by the subject Code section with the 
pertinent quotation from the Regulations 
where the latter do something more than 
merely echo the statute. Then comes 
an analysis of the leading and anomalous 
cases on the topic, together with pointed 
suggestions. This year, as last, trust in- 
stitution experience and practice were 
obtained from John E. Williams, trust 
tax officer of Provident Trust Co., Phila- 
delphia. 


Federal Income, Gift and Estate 
Taxation 
JACOB RABKIN & MARK H. JOHNSON. 


Matthew Bender & Co., Albany & New York. 

2 vols. $50 with year’s supplements. 

The volatility of tax law being what 
it is, even a loose-leaf text book has de- 
manded a new “edition.” After nine years 


this widely regarded work — which re- 
mains the only loose-leaf text book in the 
field — has undergone some structural 


revision not only to reflect a shift in 
emphasis on certain topics but to re- 
align chapters and headings for greater 
functional value. The basic feature for 
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achieving the latter objective is retained; 
namely, tax problems are grouped around 
the major types of property and relation- 
ship, rather than by Code sections, so 
that the impact of the three taxes can 
be appraised in one place. These group- 
ings are: income tax patterns, business 
entities; corporate distributions; secur- 
ities and indebtedness; real estate and 
natural resources; gifts, trusts and es- 
tates; insurance and annuities; pro- 
cedure; and excess profits tax. 


These volumes are not merely collec- 
tions of case digests, nor are they in- 
tended to compete with the regular re- 
porting services. New decisions are edi- 
torially evaluated, with the emphasis on 
principles and effects that one expects 
from a text book. The system for keeping 
the text current, in force in recent years, 
has proved successful. Every other month 
the text is revised to mirror significant 
developments and, when the _ supple- 
mentary material demands it, entire sec- 
tions are rewritten. In the alternate 
months, current decisions and rulings 
with analysis are added to the cumulative 
supplements. By deleting supplementary 
material which has been absorbed in the 
text, the supplements are kept manage- 
able and, conversely more important, the 
text is never more than a month out of 
date. ; 


In the judgment of Messrs. Rabkin and 
Johnson, most of the major tax problems 
have been defined, although they concede 
that many answers are lacking. How- 
ever, knowing the problem is the key to 
research, and these volumes provide that 
key as well as the available answers. 


ARTICLES 


Payments under Void Trusts 


DANIEL M. SCHUYLER. Harvard Law Re- 

view, February 1952. 

The state of authorities is unsettled on 
questions arising out of payments under 
a trust which is subsequently held void 
as a violation of the rule against per- 
petuities or because of uncertainty of the 
beneficiaries or other terms or by reason 
of the failure of a charitable gift. After 
able analysis of this infrequently dis- 
cussed subject, the author offers these 
conclusions: 


(1) Those rightfully entitled to have 
received the corpus of a trust which 
violates the rule (and probably as to 
other invalidity) cannot be estopped to 
challenge remote limitations; 


(2) The trustee holds the property 
on a resulting trust for the creator or his 
successors; 


(3) 


The statute of limitations usually 


would not be a defense to recovery of 
invalid payments, but estoppel and 
laches would be; 


(4) The liability of the trustee for 
payments under a void trust appears to 
be limited to those cases where the trustee 
had clear grounds for supposing the trust 
to be invalid; and 


(5) The distributee would seem to be 
liable for restitution subject to liberal 
recognition of the defenses of good faith, 
change of position, laches and estopel. 


Homestead Rights of a Surviving 

Spouse 

GEORGE L. HASKINS. Iowa Law Review, 

Fall 1951. 

This comprehensive examination of 
state laws on homestead for the benefit 
of the decedent’s family and the protec- 
tion thereof from creditors deals speci- 
fically with the following questions: elec- 
tion between homestead and dower; prop- 
erty in which the survivor’s homestead 
may be claimed; duration of the inter- 
est; liability of property for debts; power 
to transfer or encumber interest; and loss 
of rights. 


Status of Gift Over where First Taker 
is Given All Elements of Complete 
Ownership 


Note, Virginia Law Review, January 1952. 


A constant and perhaps increasing flow 
of decisions involve the question of what 
interest A takes where a bequest is made 
to him in general terms with an absolute 
power of disposal, followed by a gift over 
of what remains to X. This Note takes 
issue with the majority rule holding that 
A takes an absolute estate and the gift 
over is void. Forcefully contending that 
result does violence to the plain intention 
of the testator, the student author sug- 
gests that the courts should treat the 
gift over as a valid executory devise 
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“As your superior at the bank, Caldwell. 
I believe I’m entitled to the lower.” 











subject to the condition that A not dis- 
pose of the property during life or by 
will. 


Inter Vivos Trusts vs. Right of Elec- 
tion Given Surviving Spouses 


Note, November 


1951. 

The courts have tried to strike a bal- 
ance between the admitted free alien- 
ability of property on the one hand and 
the interests of surviving spouses on the 
other. Decedent estate laws granting a 
right of election against a will have 
fallen behind the attempts to circumvent 
their operation and have become inef- 
fective with respect to inter vivos trusts. 
Actions to set aside such trusts continue 
to be brought and the student authors 
predict that such pressure will eventually 
lead to corrective legislation. 


Georgetown Law Journal. 


Some Practical Considerations in 


Gifts to Minors 


DWIGHT ROGERS. Fordham Law Review, 
December 1951. 


This is one of the keenest analyses of a 
subject that has been widely written on 
during the past year or two, particularly 
since the Kieckhefer decision. Pointing 
out that many potential donors appear 
to be preoccupied with the problem of 
the annual exclusion in gifts to minors 
and reluctant to make gifts requiring a 
return, the author explores the use of 
accumulation trusts notwithstanding 
their disqualification for the exclusion. 
As to outright gifts without the inter- 
vention of a guardian, it is suggested 
that shares of stock may be kept in man- 
ageable form and obtain the benefit of 
the exclusion. Along these lines other 
forms of property are considered, spe- 
cifically currency, bank deposits, various 
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types of bonds, life insurance, tangible 
personalty, and real estate. 


The discussion of trusts contains an 
especially valuable computation of pres- 
ent and future interests. In this phase 
of the subject, too, the author emphasizes 
the potential usefulness of common trust 
funds and investment company shares. 


Life Insurance — Slave or Master of 
Section 811(g)? 


JOSEPH HAWLEY MURPHY. Tax Law Re- 

view, January 1952. 

After reviewing the estate tax aspects 
of life insurance, Professor Hawley out- 
lines the advantages of insurance in 
estate planning. He discusses ownership 
and payment by one other than the 
insured; the funded insurance trust; use 
of pre-existing policies; “profit” on in- 
surance dollars; marital deduction; and 
business insurance. While characterizing 
as discriminatory the proposal that pro- 
ceeds used to pay estate taxes be exempt 
therefrom, the author criticizes the “‘in- 
herently testamentary” argument for 
taxing policies assigned, wholly or par- 
tially gratuitously. 


The Pension Trust Approach 


LAMBERT M. HUPPELER. Life Association 
News, December 1951. 


The author, head of the largest general 
agency of a leading insurance company, 
presents the rejoinders to ten answers, 
one or more of which are offered by 
small business concerns approached to 
install a pension plan. The objections in- 
clude cost, lack of employee interest, 
other pending proposals, age of firm (too 
old or too young), and dislike for fixed 
commitments. 


ne Sotate necialiot " : 


for Grew ter {6a Chngeles 


SINCE 1890 










‘itizens National 


Bank 


OF LOS ANGELES 






Member 
Federal Deposit 
Insurance Corporation 





226 












OTHER ARTICLES 


Probate Fees: Story of a Remedia] 
Statute (Mass.), by Hibbard Richter: 
Boston University Law Review, Jan. 

Tax Savings through Business Insur- 
ance, by Samuel J. Foosaner: Life Asao- 
ciation News, Jan. 


The Estate Tax Apportionment Act of 
1951 (Penna.), by John E. Williams: 
Dickinson Law Review, Jan. 

Estate and Gift Taxes, by Robert G, 
Buckelew: Tennessee Law Review, Feb. 

Revoking a Trust: Recent Legislative 
Simplification (N. Y.), by Austin W, 
Scott: Harvard Law Review, Feb. 

Qualification of Pension and Profit 
Sharing Plans: Lincoln Electric Case, A 
Comment: Indiana Law Journal, Fall 
1951. 

Estate Tax Planning under Powers of 
Appointment Act of 1951, by William 
J. Bowe: Vanderbilt Law Review, Feb. 

The Annual Gift Tax Exclusion and 
Future Interests, A Note: Notre Dame 
Lawyer, Fall 1951. 


DIRECTORY OF PERIODICALS CITED 
Boston University Law Review: 11 
Ashburton Place, Boston: $1. 
Fordham Law Review: 302 Broadway, 
New York City; $2. 


Georgetown Law Journal: Washing- 
ton, D. C.; $1.25 

Harvard Law Review: Cambridge, 
Mass.; $1. 

Indiana Law Journal: Bloomington, 
Ind.; $1.50 

Iowa Law Review: Iowa City; $1. 


Life Association News: 11 W. 42nd St., 
New York City; 34¢ 

Notre Dame Lawyer: 
Dame, Ind.; $1. 

Tax Law Review: New York Uni- 
versity, Washington Square 3; N. Y.; $2. 

Tennessec Law Review: 1505 W. Cum- 
berland St., Knoxville, Tenn.; $1. 

Vanderbilt Law Review: Nashville 4, 
Tenn.; $1.50 

Virginia Law Review: Clark Memorial 
Hall, Charlottesville; $1.25 


Box 185, Notre 


A A A 


Bibliography on Banking 

The School of Banking at the Uni- 
versity of Wisconsin has prepared a 
bibliography of selected books, periodicals 
and reports on banking and allied sub- 
jects to add further to its educational 
usefulness to the banking community. 
The bibliography was prepared by a com- 
mittee under the co-chairmanship of Dean 
Fayette H. Elwell of the School of Com- 
merce, University of Wisconsin, aud Mr. 
Julian Baird, president of the First 
National Bank of St. Paul. Copies may 
be obtained without cost by writing to 
Dean Elwell at the University of Wis- 
consin, Madison 6. 
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INCOME TAX 


Annuity policy endorsed to employee 
in year of retirement is income to him. 
In 1941 Chrysler inaugurated pension 
plan for its salaried employees. Since 
taxpayer was 70 years of age and in- 
eligible to participate, corporation pro- 
vided that taxpayer and two other key 
employees would be paid monthly re- 
tirement income. Corporation, as pur- 
chaser, and taxpayer as annuitant, 
joined in application for single premium 
life annuity in amount of $250 per 
month, with payments guaranteed for 
ten years. During 1941 and 1942 corpo- 
ration received and retained all monthly 
payments amounting to $3,750. Tax- 
payer acquired no rights under policy 
until his retirement in, 1943. Commis- 
sioner included value of policy in tax- 
payer’s income for 1943. 

HELD: Cost of policy to corporation, 
less recoveries thereon, was_ includible 
in taxpayer’s income tax for 1943. Prior 
to 1943, taxpayer had no rights in 
policy. Upon endorsement of policy in 
1943 taxpayer’s rights became vested 
and nonforfeitable and he became tax- 
able in that year on value of policy. 
Morse v. Comm., 17 T.C. No. 150, Jan. 
28, 1952. 


Payments to widow from decedent’s 
estate pursuant to ante-nuptial agree- 
ment taxable to her. Decedent entered 
into ante-nuptial agreement with pros- 
nective bride, agreeing that if she sur- 
vived him she was to receive $6,000 
annually during her life, to be paid out 
of his estate. After will was probated, 
litigation followed with respect to es- 
tate and ante-nuptial agreement, which 
was held by State Court to be “valid, 
subsisting and enforceable contract.” 
Court ordered payment of $6,000 an- 
nually to widow. For years 1944, 1945 
and 1946, Commissioner treated this as 
income to widow, and also took incon- 
sistent position to effect that trust was 
not entitled to deduct this amount. 


HELD: Payments were taxable to 
widow and deductible by trust. Somer 
Trust v. Comm., T.C. Memo, Jan. 29, 
1952. 


Life beneficiary of trust liable for tax 
only on amount properly distributable to 
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SAMUEL J. FOOSANER 
Tax Attorney. Newark, New Jersey 


her. Taxpayer was entitled to receive 
entire net income from trust. During 
1941 and 1944, by mistake, taxpayer 
received amounts approximating gross 
income of trust on which she paid tax 
of approximately $29,300. Had taxpayer 
paid only on amount equivalent to net 
income of trust, she would have paid 
approximately $20,500. She filed timely 
claim for refund for excess. 


HELD: Refund allowed. Taxpayer 
was required to pay taxes only on 
amount of trust income that was prop- 
erly distributable to her rather than 
upon amount actually received by her. 
Hewlett v. United States, U.S.D.C. Wyo., 
Nov. 1, 1951. 


Remainderman may not use capital 
loss carry-over of trust resulting from 
sales of securities during life of life 
beneficiary. Taxpayer’s mother was en- 
titled to income of two trusts for life. 
On her death in 1945 corpus went to 
taxpayer and his brother equally. For 
1945, trusts had capital loss carry-overs 
from three preceding years of $13,112. 
Taxpayer included half of carry-overs in 
1945 return on cayital gains and losses, 
also reporting other gains and losses 
from sales of securities received by him 
from trusts. Commissioner disallowed 
capital loss carry-over. 


HELD: Taxpayer was ot entitled to 
benefits of carry-overs. Nothing in Sec- 
tion 117(e) (1) of Code or its legislative 
history indicates that it applies to any 
remainderman taxpayer who in _ no 
sense sustained the losses. The taxpayer 
never had any claim of right to assets 
which trustee sold in prior years, from 
which carry-overs resulted. Since he 
was different taxpayer from one sus- 
taining losses, he is not entitled to bene- 
fit of carry-overs. Neave v. Comm., 17 
T.C. No. 149, Jan. 28, 1952. 


Trust income applied to trust indebted- 
ness by court order is nevertheless dis- 
tributable income. As result of estate 
tax deficiency, trustees were required to 
borrow $90,000. Court approved, but di- 
rected that until loan was paid, there 
should be no further distributions of 
income to beneficiaries. For’ years 1942 
through 1945, trustees filed fiduciary in- 


come tax returns but did not report any 
income as distributable to beneficiary, 
nor did taxpayer beneficiary report any 
income from trust for 1943, 1944 or 
1945. Commissioner determined that net 
income of trust was distributable to 
beneficiary and assessed deficiencies for 
three years. Taxpayer brought suit for 
refund. 


HELv: Refund denied. To contention 
that trustee was precluded by order of 
state court from distributing trust in- 
come until loan was paid, Court replied 
that State Court orders are binding 
upon Commissioner only where right 
to receive income is not determinable by 
reference to trust instrument and there 
is consequent necessity of judicial de- 
termination of distributability. Sauis- 
bury v. United States, U. S. D. C., S. D. 
Fla., Sept. 4, 1951. 


ESTATE TAX 


Value o”% stock in decedent's estate 
determined by eniorceable option held 
by son. In 1926 son entered business with 
decedent and in 1929 became an equal 
partner. Before formation of partner- 
ship, decedent had borrowed extensively 
from bank. This indebtedness was there- 
after assumed by partnership. In 1936, 
decedent and son organized corporation 
to which they transferred all assets of 


partnership in consideration of assump- | 


tion by corporation of partnership’s in- 
debtedness to bank up to an aggregate 
amount of $161,500 and in further con- 
sideration of its issuing 500 shares of 
capital stock to each of them, this con- 
stituting total stock. Two months later 
father and son entered written 
ment to effect that during their joint 
lives neither of them would dispose of 
stock without first offering it to other 
at $100 per share, with one exception. 
In son’s case, because he agreed per- 
sonally to guarantee bank loans, option 
price of $100 per share was to be re 
duced by 1/500 of indebtedness due bank 
at date of exercise of his option. It was 
also agreed that upon death of either, 
survivor would have right to purchase 
on same terms. Decedent died in 1945 
when indebtedness to bank was $90,707. 
Executor reported value of decedent's 
stock as zero. Commissioner determined 
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value to be $50,000. Executors paid tax 
and brought suit for refund. 


HELD: Refund granted. With out- 
standing option no one would purchase 
stock of decedent at its value unre- 
stricted by option when it was subject 
to call by son at zero. There is no valid 
reason to question decisions in Wilson 
v. Bowers, 47 Fed. (2d) 682 and Lomb 
v. Sugden, 82 Fed. (2d) 166. If they 
present loophole for tax avoidance, 
remedy is legislative, not judicial. May 
v. McGowan, U.S.C.A.—2, Feb. 5, 1952. 


Single premium life policy purchased 
in combination with annuity includible 
in estate. Nearly ten years before his 
death decedent, then 63, purchased two 
policies, one of which was annuity con- 
tract under which, for single premium 
of $33,796, he was to receive $2,935 
annually for life. O-her was _ single 
premium ($76,204) life insurance policy 
of $100,000, issued without physical 
examination. He immediately assigned 
all legal incidents of ownership in life 
insurance policy. At death, value of 
life insurance policy was $100,288, which 
Comm ssioner included in decedent’s 
gross estate. Estate instituted suit for 
refund. 


HELD: Refund denied. So-called pol- 
icy of insurance was property and in- 
vestment rather than insurance. Single 
premium lfe insurance policy issued 
in conjunction with annuity contract in 
effect constituted transfer by decedent 
of money to insurance company with 
retention by h'm of income therefrom 
for his life. Two contracts must be con- 
sidered Insurance policy would 
not have been issued without the an- 
nuity contract. Conway v. Glenn, U.S. 
C.A.—6, Feb. 6, 1952. 


as one. 


Underlying motives for transfers con- 
nected with life. Decedent, who died in- 
testate in 1943 at 82, had in 1930 cre- 
ated irrevocable trust consisting entirely 
of municipal bonds valued at $751,500, 
under which income was to be paid to 
her husband for life, and thereaf‘er, if 
she survived him, to certain of his blood 
relatives. Upon termination of trust, 
corpus was to be distributed to hus- 
band’s named relatives. Commissioner 
included value of remainder in decedent’s 


gross estate as transfer made in con- 
templation of death. 
HELD: Transfer was not made in 


contemplation of death. Creation of 
trust was part of overall plan pursuant 
to which two other trusts were created 
by decedent’s husband. One of these, an 
irrevocable trust, provided for monthly 
income to wife. Distribution of corpus 
was to be in accordance with terms of 
trust created by wife. Dominant motives 
underlying creation of three trusts were: 
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(1) relief from responsibilities of man- 
agement of investments of decedent 
and her husband so they could take long 
vacations, shifting these responsibilities 
to experienced investment managers; and 
(2) income tax savings by reallocating 
decedent’s tax exempt income to hus- 
band and some of his taxable income 
to her. Decedent enjoyed good heath, 
liked social activities, travelled exten- 
sively, and was otherwise very active. 
Estate of Hinde v. Comm., T.C. Memo., 
Jan. 25, 1952. 


Estate tax return must reach Collector 
on time if optional valuation date is 
elected. Decedent died April 21, 1946. On 
July 21, 1947, his widow, who was ex- 
ecutrix, mailed estate tax return to 
Collector. Return, following usual time 
schedule, was received in Collector’s 
office on next day. Executrix exercised 
privilege to value estate as of one year 
after death, which resulted in a lower 
tax. Commissioner denied privilege be- 
cause return had not been filed on time. 
He assessed penalty of $478 as well as 
deficiency of $3,353. 


HELD: Commissioner sustained. Reg- 
ulations 105, Sec. 81.63 provide that re- 
turn is due within 15 months of date 
of decedent’s death. If placed in mails, 
return should be posted in ample time 
to reach Collector’s office, under ordi- 
nary handling of mails, on or before the 
date on which return is required to be 
filed. Here return could not, in ordinary 
course, reach Collector’s office until 
July 22, one day late. Mere mailing does 
not qualify as filing. Since statutory re- 
quirements were not met, election to 
use optional valuation date was not 
available. Delinquency penalty could be 
avo'ded only if it were shown that delay 
was due to reasonable cause and not to 
willful neglect. Taxpayer was unable to 
satisfy this requirement. Estate of Fisk 
v. Comm., T.C. Memo., Jan. 28, 1952. 


Closely held stock valued on all perti- 
nent factors rather, than small sales. 
Decedent died on July 2, 1945. Certain 
stock (totalling almost 25,000 shares) in 
his estate was not listed on any stock 
exchange, and sales were generally con- 
fined to private transactions between in- 
dividuals. From January 1 to June 11, 
1945 there were sales ranging from 
$2.25 to $3.25 per share. From August 
2 to November 29 there were sales at 
from $3.00 to $4.50 share. Estate tax 


return reported $3.00 per share. Col- 
lector contended that number of shares 


in these sales was so small in relation 
to total number outstanding as to make 
market too restricted to warrant using 
price as sole basis for determining value 
of decedent’s stock. He also contended 
that these sales were not between in- 
formed buyers. Commissioner determined 
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value to be $10 per share. Executor 
brought suit for refund, 


HELD: Partial refund granted; value 
was $6.50 per share. Stockholders who 
were active in management of company 
and who knew of its financial condition 
were not selling but buying stock. Dece- 
dent in his will, executed June 26, 1945, 
expressed desire that business of com- 
pany be continued after his death, un- 
less book value (then about $11.50 a 
share) could be obtained upon sale. 
Schnorback v. Kavanagh, U.S.D.C., W.D. 
Mich., Dec. 17, 1951. 


Transfer of interest in business to son 
not made in contemplation of death. In 
1945 decedent transferred one-third in- 
terest in business to son. Commissioner 
determined that transfer was made in 
contemplation of death. Executrix paid 
tax and brought suit for refund. In 
charge to jury, Judge defined “con- 
templation of death,” asking “ .. . do 
any of us ever do anything that is not 
in contemplation of death—in a large 
sense? That prospect is in the back- 
ground of all human activity. The words 
in contemplation of death, as used in 
the statute, do not mean that general 
expectation of death such as all persons 
entertain. Something more than that is 
necessary to make the gift taxable.” 
On other hand Court pointed out that 
Government is not required to show that 
decedent was on his death bed with an 
apprehension of death that was immi- 
nent. In final analysis test is what was 
motive behind gifts, life or death mo- 
tive? 


HELD: Refund granted. Reese v. 
Korth, U.S. D. C. Utah, Nov. 5, 1951. 


A A A 


King’s Will Secret 


The will of King George VI will stay 
secret forever. Royal wills are outside 
the jurisdiction of all British court and 
legal authorities. Bequests go to the 
King’s ministers, staff and servants, but 
they will be told to keep silent about 
them. 
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RECENT FIDUCIARY DECISIONS 


ASSETS — Administration — Interest 
on Surcharge Limited to 4% 


New Jersey—Superior Court, Appellate Div’n. 
State v. National Surety Co., 85 A. (2d) 534. 


Marion Taylor died intestate in 1937, 
leaving her husband and three children, 
and a claim for damages for her death 
as her only asset. Husband was appoint- 
ed administrator. In November, 1938, 
claim was settled for $7,500. A month 
later, husband remarried. He died in- 
testate April 14, 1942 without assets and 
without having filed either inventory or 
account as administrator of his first 
wife’s estate. 

In 1948, substituted administrator was 
appointed, who brought suit on _ the 
orginal administrator’s bond against 
surety company for recovery of amount 
undistributed and unaccounted for, to- 
gether with interest. Superior Court en- 
tered judgment with simple interest at 
four per cent and plaintiff appealed. 

HELD: The allowance of interest at 
four per cent would not be disturbed. 
When a trustee commits a breach of 
trust and becomes liable for a sum of 
money, he is ordinarily liable for interest 
thereon. Here, however, there was no 
proof that administrator had received 
any interest or should have received any 
particular rate of interest. Charge of 
four per cent simple interest would give 
beneficiaries amount of interest they 
would have received had no breach of 
trust occurred and, under circumstances, 
there was no reason to disturb findings 
of Chancery Division. 


CLaims — Bequest Not Deemed 
Payment of Debt for Services Ren- 
dered 


Massachusetts—Supreme Judicial Court 


Hollister v. Old Colony Trust Co., 1952 A.S. 
29; Jan. 4, 1952. 


Over a period of 20 years prior to the 


death of the decedent, her stepmother, 
the plaintiff performed services as chauf- 
feur and in various other ways. The de- 
cedent repeatedly promised to pay the 
plaintiff in her will. The will gave a 
bequest of $5,000 to the plaintiff and a 
similar amount to her husband. The plain- 
tiff accepted the legacy and then sued 
for the value of her services. 

HELD: First, the doctrine of election 
does not apply.The acceptance of the 
legacy was not necessarily inconsistent 
with her claim against the estate. Her 
claim did not operate to defeat the pur- 
pose of the will. 


Second. It could not be said that the 
legacy necessarily satisfied the obligation 
to the plaintiff. The judge’s charge was 
correct in leaving it to the jury to de- 
termine whether the testatrix intended 
the legacy as a gift or as payment in 
whole or in part for the plaintiff’s ser- 
vices. If it was the former, they were to 
disregard it; if the latter, they were to 
apply it against the amount they de- 
termined was due. The will did not say 
the legacy was intended as payment. The 
general rule is that in the absence of 
such a statement a legacy is to be 
regarded as a benefaction and not as 
payment of the debt. 


CLaims — Claim for Advances to 
Decedert Reduced by Statute of 
Limitations 

Oregon—Supreme Court 
Larabee v. Mell, 54 Ore. Adv. Sh. 31. 


The executrix filed her final account 
and objections were made thereto by one 
Kent Larabee who was a pretermitted 
grandson of the deceased. The entry in 
the final account showed that the residue 
of the estate subject to distribution was 
$5,859 but that the entire amount had 
been distributed to Alfred E. Larabee in 
settlement of a claim. A notice showed 
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that the amount of the claim was $6,260, 
which was in excess of the available bal- 
ance in the estate. 

After the objection to the final ac. 
count was filed, the matter was trans- 
ferred from the county court to the cir. 
cuit court for trial, and the circuit court 
upheld the validity of the claim only to 
the extent of $1,674. The claim by Alfred 
FE. Larabee was premised upon what the 
claimant asserted were advances to his 
mother over a period of 31 years. The 
circuit court only allowed the advances 
subsequent to July 27, 1943 holding that 
all advances prior to that date were out- 
lawed by the statute of limitations. The 
executrix appealed. 


HELD: Affirmed. Inasmuch as _ the 
claim was reduced by the order of the 
circuit court which was of benefit to the 
estate, the executrix had no grounds for 
appeal and the executrix had no substan- 
tial interest which was aggrieved by the 
purported error of the circuit court. The 
executrix was a sister of the claimant 
and apparently in the appeal was joining 
forces with the claimant rather than 
standing in the position of an adverse 
party. 


CLAIMS — Heir Failing to Contest 
within Statutory Period in Probate 
Court Denied Right to Contest in 
Suit to Subject Realty to Claim 


Tennessee—Supreme Court 
Bowling v. Minton, 244 S.W. (2d) 998. 


An administrator qualified on deced- 
ent’s estate in May, 1948. In September 
of that year claimant filed a claim for 
$2500 for services rendered to decedent. 
No other claims were filed, but the fun- 
eral expenses and expenses of admin- 
istration exceeded the personal assets 
of the estate. No exceptions to the claim 
were filed, and the claim became final 30 
days after it was filed, as provided by 
statute. Claimant then filed a separate 
suit in the Chancery Court to subject 
decedent’s real estate to the claim. The 
heirs contested its validity. 

The statute regarding exceptions to | 
claims provides that within 30 days after 
a claim is filed exceptions may be filed 
by “the personal representative, or any 
party interested in the estate whether 
as a creditor, distributee, heir or other- 
wise.” Another statute regarding suits 
to subject decedent’s realty to claims pro- 
vides that the heirs shall be made parties. 
The Chancellor held that the heirs could 
contest the claim in the Chancery Suit. 
The Court of Appeals reversed. 

HELD: Court of Appeals affirmed. An 
uncontested claim is final against an 
estate. Exceptions must be filed by per- 
sonal representatives or other persons 
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interested within the period prescribed 
by statute, the purpose of which is to 
expedite the administration of estates. 
The fact that heirs must be made parties 
to suits to sell real assets of an estate 
does not mean that heirs may relitigate 
in such suits claims whose validity should 
have been determined in the probate 
court. 


COMMUNITY PROPERTY — Intention 
to Dispose of Entire Estate — In- 
sane Spouse’s Right of Election 
May Not Be Exercised by Guard- 
ian 


Texas—Beaumont Court of Civil Appeals 
Delevan v. Thom, 244 S.W. (2d) 551. 


This case was a suit by a guardian of 
an insane surviving wife against the 
executor of her husband’s estate. The 
court recognized the general rule that a 
testator is only presumed to intend to 
dispose of his part of the community 
estate, but added the customary qualifi- 
cation that circumstances may show that 
he intended to dispose of the entire com- 
munity and put the surviving 
spouse to an election. It was further 
recognized that a reference to “my prop- 
erty” or “my estate” usually only was 
intended to refer to the decedent’s half 
of the community property, but in this 
case it was decided that the customary 
rule did not apply because of several cir- 
cumstances. 


estate 


These were the insanity of the wife, 
the creation of a trust for her support, 
the desire to keep the estate intact for the 
support of the wife, the description of the 
executors and trustees as_ long-time 
friends of both the husband and the wife 
and well acquainted with her life and cir- 
cumstances, and primarily the direction 
of the trustees to pay the wife’s debts af- 
ter her death and to pay the expenses of 
her last illness and burial. 

Since it was found that the husband 
intended to dispose of both halves of the 
community property and that therefore 
the surviving wife was put to an elec- 
tion, there was a further question of 
whether the guardian of the wife could 
exercise such election. The Court decided 
that such right of election did not con- 
stitute such a property right as formed 
a part of the estate committed to the 
care of the guardian of the wife’s estate 
or the guardian of her person. Addition- 
ally, under the Texas Constitution such 
right could not be exercised by the 
Probate Court, but only by a District 


Court, the general trial court of the 
State of Texas. 
COMPENSATION — Attorney’s Fees 


— Contingent Amounts May Not 
Be Approved by Court 


California—District Court of Appeal 
Estate of Hastings, 108 A.C.A. 818 (Jan. 16, 
1952). 


Hastings employed Treat as his at- 
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torney to represent him in relation to a 
trust set up by his grandfather. Treat 
associated Samter as co-counsel. Counsel 
were to receive 40% of any recovery 
effected from the trust. Hastings died 
and the attorneys filed a contingent 
claim in his estate, claiming a lien on 
40% of the money that might be re- 
covered. The Court, on the administra- 
tor’s petition, authorized the attorneys 
to continue their employment in the mat- 
ter and approved the claim. 


HELD: Order providing for the pay- 
ment of an indefinite and uncertain 
amount is void. Under §§ 910 and 911 of 
the Probate Code the court has authority 
to order payment of attorney’s fees only 
in a definite, fixed and certain amount, 
and not a percentage of the value of 
assets recovered or to be recovered. 

NOTE: Court seems to think the 
Probate Court cannot approve a con- 
tingent fee contract between the ex- 
ecutor and an attorney. If such is the 
law, it would seem that such contracts 
have no binding effect as to the amount 
to be awarded to the attorney, but that 
the order authorizing the employment 
may be valid, subject to review by the 
Court later on as to amount of the fee. 


DISTRIBUTION — Inter Vivos Trans- 
fers — Advancements 


Kentucky—Court of Appeals 
Popplewell v. Flanagan, 244 S.W. (2d) 445. 


Decedent proposed a _ partial inter 
vivos distribution of his estate by deed- 
ing: to his daughter, Mary, his home and 
farm, reserving an estate for the lives 
of his wife and himself; to a son, Finis, 
a farm, subject to a reservation of a 
percentage each year of its products and 
to the condition that Finis pay $500 to 


a grandchild; and to a daughter, Orpha, 
a farm, subject to the same reservation 
and condition as that of Finis. Orpha re- 
jected the settlement, but it was carried 
out as to Mary and Finis. However, Finis 
made no payment to the grandchild. 


About fifteen months later the decedent 
died intestate survived by his widow, the 
above named children and two grand- 
children by a deceased daughter. Orpha 
and the grandchildren brought this action 
to charge as advancements against Mary 
and Finis the value of the real estate 
conveyed and against Mary a $500 check 
given her shortly before the decedent’s 
death. 


The lower court adjudged that the 
conveyance of the real estate constituted 
advancements but that the check was 
not an advancement. Section 391.140 of 
the Kentucky Revised Statutes provides: 


“(1) Any real or personal property or 
money, given or devised by a parent or a 
grandparent to a descendant, shall be charged 
to the descendant or those claiming through 
him in the division and distribution of the un- 
devised estate of the parent or grandparent. 
*** The advancement shall be estimated ac- 
cording to the value of the property when 
given. The maintaining or educating or the 
giving of money, to a child or grandchild with- 
out any view to a portion or settlement in life, 
shall not be deemed an advancement.” 


HELD: Affirmed as to real estate, re- 
versed as to check. 


In determining the value of the ad- 
vancement to Finis, there should be sub- 
tracted from the value of the farm when 
given the value of the reservation based 
upon the life expectancy of the widow as 
of that date. The advancement to Mary, 
since a life estate was reserved, should 
have been valued at the date of the de- 
cedent’s death, but since only fifteen 
months had elapsed between date of 
deed and date of death, valuation as of 
date of death was not a material error. 
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The check was clearly an advance- 
ment since Mary testified that it was 
given to her “to even up with the land 
that he had given Orpha and Finis.” 

It was obvious that the decedent’s dis- 
tribution took into consideration a num- 
ber of factors such as degree of devotion 
of the children, the fact that Mary was 
unmarried and lived at home and the fact 
that Finis had helped his father in farm 
operations; and that, although no ques- 
tion could have been raised as to the 
fairness of the distribution if made by 
will, the advancement statute required a 
strict financial equality as to undevised 
property, without regard to intangible 
factors. 

Property given to the children when 
they were married, an amount paid to- 
wards the hospital bill of a child and 
the value of maintenance furnished to 
one of the grandchildren after its 
mother’s death were not advancements. 


Livinc Trusts — Revocable Trust 
Where Settlor was Co-Trustee 
Held Not Testamentary 


New York—Appellate Division, 2nd Dept. 
Matter of Ford, N.Y.L.J., Feb. 8, 1952. 


The settlor reserved full power to 
amend or revoke a trust, reserved the 
income during his life, and he and a bank 
were co-trustees. The remainder was to 
pass one-third to his wife and two-thirds 
to his brother and four sisters. A month 
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later he amended the trust to give the 
remainder to his wife, subject to pay- 
ments of $2,000 each to his brother and 
sisters. The settlor was 72 years of age 
and suffered a stroke just before the 
creation of the trust. 


Six months later, he died intestate, 
survived by his wife, brother and sis- 
ters. The brother and sisters alleged 
that the trust and the amendment were 
the result of the wife’s fraud and undue 
influence — for which allegation the 
court found no basis. Was the trust, as 
amended, an invalid attempt to make a 
testamentary disposition, because the in- 
struments were not executed with the 
formalities required for wills? 


HELD: The trust was valid even 
though the settlor reserved the income 
and full power to amend or revoke and 
was co-trustee. The settlor did not have 
complete administrative control even 
though the corporate fiduciary custom- 
arily dealt with investments in accord- 
ance with the wishes of a _ settlor-co- 
trustee who had full power to amend or 
revoke. 


One Justice dissented, declaring that 
the transfer was testamentary because 
the trust was, in fact, under the complete 
control of the settlor and the corporate 
fiduciary acted merely as his agent. 
Neither the majority nor the dissenting 
opinion referred to the discussion in 
Scott on Trusts, Section 57.2. 


PERPETUITIES — Rule Applies to As- 
signment of Endowment Policies 
but Held Not Violated 


Kentucky—Court of Appeals 


First National Bank & Trust Co. of Lexington 
v. Purcell, 244 S.W. (2d) 458. 


In 1937 Purcell was issued 20-year 
endowment policies insuring the lives of 
a daughter-in-law and four grandchil- 
dren. Purcell was beneficiary under the 
policies. Two months later, he executed a 
change of beneficiary form in which, in 
effect, a life estate in the proceeds was 
given to his three children, succeeding 
life estates to six named grandchildren, 
and a fee in remainder to the issue of 
the six named grandchildren, or, if none, 


to the estate of the last survivor of the 
grandchildren. The next day he executed 
another form releasing his right as owng 
to change the beneficiaries of the policies, 
and on the following day he assigned the 
policies to his children. All three docy. 
ments were delivered to the insurance 
agent on that day and were received by 
the company and attached to the policies 
at the same time. The policies were re. 
turned to Purcell and held by him unt! 
his death in 1943. 

If his executor was not permitted by 
the insurance company to prepay the 
premiums on the policies, the bulk of 
his estate was devised in trust to pay 
the premiums and to pay the income to 
his three children or their issue until 
April 1, 1957, the date upon which the 
policies matured, at which time the trust 
should terminate and the corpus be dis. 
tributed to the children or their descend- 
ants. It was provided that after the pol- 
icies had been in effect for ten years they 
might be converted by the advisory com. 
mittee under the will into “paid up” en- 
dowment policies. 

The insurance company refused to ac- 
cept prepayment of the policies and the 
executrix and advisory committee recom- 
mended that the policies be converted into 
“naid up” endowment policies. 


HELD: (1) The change of beneficiary 
was in substantial compliance with the 
terms of the policy, and, although filed 
by the company simultaneously with the 
assignment, related back to the date of 
the execution and was effective prior to 
the assignment. 

(2) The transfer of an obligation un- 
der contract which does not create rights 
in property is subject to the Rule against 
Perpetuities even though the contract 
which creates the obligation is, itself, 
not subject to the Rule; 

(3) The Rule against Perpetuities 
was not violated since all interests cre- 
ated must vest at the death of the last 
named grandchild, a life in being; 

(4) The policies might not be con- 
verted and the trust terminated, even 
with the consent of the beneficiaries, be- 
cause the purpose of the trust, the pay- 
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ment of premiums for the full term of 


the endowment policies, had not been 


accomplished. 


The opinion contains no discussion of 
the provision of the will permitting con- 
yersion of the policies when they had 
peen in force for ten years, that is, in 
1947. 


PowERS — Limitations — Scope of 
Power To Invade Principal for 
“Best Interests” of Beneficiary 


New York—Surrogate’s Court, N. Y. Co. 
Matter of Beals, N.Y.L.J., Feb. 1, 1952. 


The trustees were authorized to invade 
limited amounts of principal for the 
testator’s daughter (the income bene- 
fciary during her life) when she at- 
tained the ages of 35 and 40 years, if 
in the trustees’ absolute discretion it 
was for her “‘best interests.” The trustees 
were limited to “legals,” the will being 
silent as to what investments were per- 
missible. The daughter, having attained 
the age of 40 years, requested the trustees 
to pay to her the maximum permissible 
amount of principal, so that she might 
invest it in common stock or other non- 
legal investments producing a greater in- 
come. 


The trustees decided that it was for 
the “best interests” of the beneficiary to 
comply with her request, but sought the 
Surrogate’s instructions as to their power 
to advance principal for the purpose of 
permitting the daughter to invest in non- 
legals. Matter of Wentworth, 230 N. Y. 
176, had held that it was improper for 
a trustee to advance principal to enable 
a beneficiary to deal with it in a manner 
not authorized by the will. 


HELD: The trustees had power to ad- 
vance principal which is to be invested 
and not consumed, even though the bene- 
fciary intends to invest in a way not 
permitted by the will. In Matter of Went- 
worth, the trustee was empowered to 
advance principal for the beneficiary’s 
“support and maintenance and personal 
needs and uses.” That power was con- 
sidered much more limited than the one 
in the instant case. 





Copyright 1952 Cartoons-of-the-Month 


“Of all the dumb secretaries ... I told 
her to go out there and brush him off!” 


SPOUSE’s RIGHTS Non-resident 
May Not Claim Probate Home- 
stead 


Arizona—Supreme Court 
Graham v. Maxwell, 239 Pac. (2d) 365. 


Appellant and her husband moved 
from the State of Washington to Ari- 
zona in 1947. In 1949 the husband died, 
and appellant instituted probate pro- 
ceedings in Washington, in which pro- 
ceedings she filed a verified petition set- 
ting forth that she and her deceased hus- 
band were residents of the State of Wash- 
ington. Probate proceedings were also 
instituted in Arizona, and appellant 
claimed a probate homestead which was 
challenged by creditors of the deceased 
upon the grounds that appellant was a 
resident of Washington. 

HELD: A non-resident of Arizona can- 
not claim a probate homestead for prop- 
erty in this state. 


TAXATION — Estate & Inheritance — 
Minority Stock Interest Valued at 
Net Worth Rather Than Market 


Pennsylvania—Supreme Court 
Moffett Estate, decided January 7, 1952. 


At the death of Henry I. 
corporation was formed to hold and man- 
age his estate and 99,996 shares were 
issued to the beneficiaries of the estate. 
In 1947, Ruth Beers Moffett died owning 
1,666 shares. At her death, the book 
value of a share was $58.29. Her executor 
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made bona fide sales to the corporation 
of 200 shares at 23% in 1947, 35 shares 
at 25 in 1948 and 8338 shares at 24% 
in 1948. There were no other sales. The 
average ordinary income for five years 
was 61 cents a share and $1.37 including 
capital gains and losses. The Statute (72 
P S$ 2301) imposes the tax on the clear 
value of the property. The Common- 
wealth appraised the stock at $50 a share 
for inheritance taxes, which the lower 
court sustained. The executor of the 
Moffett Estate, a beneficiary of the Mof- 
fett Estate and the corporation appealed. 

HELD: Appeals dismissed. Clear value 
means the estimated net worth, which 
cannot in every case be measured by 
either market or book value. A sale of 
a minority interest in a closely held 
corporation may not fairly establish a 
true market value. Neither do book 
values, earnings or dividends establish 
such worth. The determination of clear 
value being a factual question, the find- 
ing of the lower court of a clear value 
of $50 must be accepted. 

The corporation had no standing to 
appeal. 

A A A 


Erratum 


At page 153 of the February issue, 
the name of the New York decision 
should have read Matter of Colligan. 
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TAXATION — Estate & Inheritance — 
Provision That All Taxes on Lega- 
cies or Estate Itself Shall be Paid 
Out of Residue Applies to Inter 
Vivos Gifts 


Massachusetts—Supreme Judicial Court 


Martin v. New England Deaconess Hospital, 
1952 A.S. 69; Jan. 8, 1952. 


Testator gave the residue of his estate 
to the trustees under the will of his late 
wife, to be added to the principal of the 
trust fund held by them for charitable 
purposes. The wife’s will gave the residue 
to trustees to divide the income among 
eight charities. Testator’s will contained 
the following clause. 

“I direct that any legacy and succession tax- 
es, either state or federal, upon any devise or 
legacy in this will, or upcn the estate its-lf, be 
paid by my executors out of the residue of my 
estate as a part of the expenses of the admin- 
istration thereof, except the Massachusetts 
legacy and succession taxes on legacics pro- 
vided in Article III of this will, as to which it 
is my desire that the legatees shall pay the 
Massachusetts legacy and succession taxes upon 
the legacies received by them.” 

Besides the legacies in article III there 
were some pecuniary legacies. Also the 
testator had a sizeable block of life in- 
surance and annuity policies payable to 
various beneficiaries, all of which were 
included in the gross estate for Federal 
tax purposes. Just prior to his death he 
gave away some stock which might be 
taxable as gifts in contemplation of 
death. The probate judge decreed that all 
the Federal and Massachusetts taxes 
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were payable out of the residue except 
the legacies in Article III. The question 
on appeal was not as to the taxes on 
legacies, but as to the taxes on interests 


passing inter vivos by acts of the 
testator. 

HELD: Decree affirmed. The use of 
the words “or upon the estate itself’ 


showed that the testator meant to in- 
clude all gifts that might be taxable, in- 
cluding legacies, gifts in contemplation 
of death and life insurance. 


WILLs — Construction — Accelera- 
tion of Remainders on Forfeiture 
of Legal Life Estate 


California—Supreme Court 
Estate of Lefranc, 38 A.C. 298, Jan. 18, 1952. 


Marie Lefranc’s two sole heirs were 
two nieces, Adele and Nelty. After 
minor bequests, Marie’s will left the 
residue of her estate in trust to pay 
the income to Adele for life. Upon Adele’s 
death, the trust was to vest in Adele’s 
issue. If Adele left no issue, the trust 
was to go to Nelty or if she was de- 
ceased, to her issue. There was a for- 
feiture clause giving only $1.00 to any 
legatee who should contest the will. Adele 
contested unsuccessfully, thereby forfeit- 
ing her equitable life estate. On distri- 
bution of the estate in probate, Nelty 
claimed the trust property on the ground 
that Adele, who was childless, was un- 
able by reason of a surgical operation to 
bear a child. Adele was 48 years old in 
1942 when she initiated the contest. The 
Superior Court distributed the residue 
to Nelty. 


HELD: Reversed. (1) Contingent in- 
terests of Nelty’s children may not be 
defeated by Adele’s forfeiture of her 
intermediate interest. Trust did not ter- 
minate by reason of Adele’s forfeiture, 
the testatrix not having provided for 
termination in that event. 

(2) Income during Nelty’s life and 
so long as no child is born to Adele 
should be paid to Nelty “as the person 
presumptively entitled to the next even- 
tual interest” (Civil Code § 733). 


(3) Adele, now 57 years of age, con- 


tended the possibility of issue is never | 


regarded as extinct until death. This 
point was not decided because Nelty has 
two minor children now living who would 
take the property if Adele and Nelty 
were both dead. 


WILLs — Construction — Bequest 
Considered Absolute Despite Re. 
quest to Will Remainder 


Missouri—Supreme Court en Banc 
Housman v. Lewellen, 244 S.W. (2d) 21. 


Testator was survived by his widow 
and his two sisters. His estate consisted 
of personal property only since he had 
held real estate by the entireties with his 
wife. His will devised and bequeathed to 
his wife “all my property of every kind 
and description, wherever located to be 
her absolute property.” After naming his 
wife executrix without bond or any duty 
to file an inventory or make any settle. 
ment in the Probate Court or elsewhere, 
the testator went on to “request and 
direct that my beloved wife shall by 
will, or otherwise, divide any remainder 
that may be left of any estate at her 
death, one-half to her relatives and the 
other one-half to my brothers and sis- 
ters, or their descendants.” 

The widow acted as executrix and re. 
ceived the personal property under the 
will. She mingled it with her individual 
personal property. Thereafter she ace. 
quired additional personal property and 
died intestate, owning personal property 
in addition to that received from testator. 
Testator’s sisters brought suit against 
the widow’s heirs and her executor to 
construe the will and recover the per- 
sonal property received by the widow un- 
der the will. The trial court found for 
plaintiffs. 

HELD: Reversed and remanded with 
directions to enter judgment for defend- 
ants. Testator’s bequest of personal 
property to his widow was an absolute 
bequest. The first quoted expression, 
standing alone, gave absolute title to the 
property to the widow. The rule that the 
devise of an absolute estate cannot be 
annulled except by later language in the 
will which expressly or by necessary im- 
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plication, arising from words equally as 
clear and conclusive as those in granting 
the absolute estate, cuts down the previ- 
ous grant, applies to a bequest. 


The last quoted clause did not have 
that effect. It recognized the ownership 
of the widow and her right to divide the 
property by will or otherwise, and also 
recognized her right to use, exhaust and 
dispose of the property without limita- 
tion. The words “request and direct” 
were used in this setting only as a re- 
quest to the widow and not as a manda- 
tory provision or command. If testator 
had intended those words as a mandatory 
command, he would not have provided for 


no administration or inventory of his 
estate. 
WiLLs — Construction — Presump- 


tions of Intent Invoked Only in 
Absence of Expression of Intent 
United States—-Court of Appeals, 
District of Columbia 

Brinker v. Humphries, No. 11047, decided Jan. 

31, 1952. 

Testatrix devised certain real proper- 
ty to a sister, subject to a life estate 
in husband of testatrix. The will pro- 
vided that the realty should go to the 
sister absolutely in the event the hus- 
band should predecease the testatrix, 
and in the event both the husband and 
the sister predeceased the testatrix, then 
the real property was to be sold and 
the proceeds distributed to several named 
legatees. Shortly after the execution of 
the will the husband died, and in the 
following year testatrix sold the real 
estate and deposited the net proceeds in 
a bank account. 

A year after the property was sold the 
sister died without issue. Several years 
later testatrix died and, at her death, 
most of the proceeds derived from the 
sale of the real estate remained intact. 
The Court was asked to decide whether 
the assets from the sale of the realty 
should go to the named legatees or to the 
next of kin. The next of kin urged that 
testatrix intended the legatees to take 
only if they survived the husband and 
sister and if testatrix died possessed of 
realty. The legatees argued that testatrix 
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intended them to take the proceeds, 
whether or not she possessed the realty 
on her death, provided only that the hus- 
band and sister had predeceased her. 
The Trial Court ruled in favor of the 
next of kin. 


HELD: Reversed. There was nothing, 
either in the will or in the subsequent 
events, to indicate that testatrix in- 
tended the proceeds to go by intestacy 
rather than by bequest in the event she 
survived her husband and sister and sold 
the realty before her own death. The 
testatrix’ care in isolating the proceeds 
from the sale of the realty lends support 
to the view that her intention at the time 
of making the will was to give the pro- 
ceeds to the legatees, even though the 
property might have been sold before 
testatrix’ death. All the circumstances 
of this case indicated an intent that the 
legatees should take the proceeds, even 
though testatrix did not own the realty 
when she died. 


WILLs — Construction — Trust Gift 
to Class Reopened after Testator’s 
Death 


Pennsylvania—Supreme Court 
Earle Estate, 369 Pa. 52. 


When testator made his will in 1928, 
he had two sons aged 37 and 35 re- 
spectively. The older son, George, then 
had three sons and one conceived but 
born later. The younger son, Ralph, had 
no sons then or later. The will provided 
that if the net estate exceeded $5 mil- 
lion (it was about $10 million at death 
and presently is $8 million), for each 
male child of his sons “‘who shall by birth 
inherit and bear the name _ Earle” 
$100,000 should be set aside in trust for 
such grandsons and their issue until the 
expiration of twenty-one years after the 
death of testator’s last surviving grand- 
child or great grandchild living at his 
death. 

The testator died a few days after the 
will was executed. The trusts for the 
four sons of George were established by 
the trustees. On July 11, 1949 a fifth 
son was born to George, who through 
his guardian ad litem demanded that 





the trustees set up a $100,000 trust fund 
for him and his issue. The lower court 
denied the claim, applying the general 
rule of construction that in the case of 
an immediate gift to a class, the class 
closes as of the death of testator. The 
guardian ad litem appealed. 


HELD: Reversed. The language of 
the testator so clearly discloses an inten- 
tion to include all his grandsons born 
to his sons that rules of construction are 
not needed. Moreover, the rule closing 
a class gift at the testator’s death is one 
of convenience to permit immediate dis- 
tribution of principal to the class at 
testator’s death, but here distribution of 
principal is postponed to a point of time 
when the class will be in fact closed by 
deaths of testator’s sons. The fact that 
an after-born grandson may survive for 
more than twenty-one years after the 
last measuring life is no reason for re- 
fusing to give effect to the express 
language which is applicable to after- 
born grandsons, and if that contingency 
should occur, it can be dealt with when 
it arises. 

The dissenting view was that since 
after-born grandchildren were not ex- 
pressly included, it is only by implication 
that intent to include them may be de- 
clared. “We should refrain from enter- 
ing the misty swamp of testamentary 
conjecture, following an illusory  will- 


o’-the-wisp seeking to determine what we 
surmise was testator’s true intent.” 
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WILLs — Construction Words 
May Be Supplied by Implication 
to Carry Out Clear Intent of Testa- 
tor 


New Jersey—Superior Court, Appellate Div’n. 
Russell v. Russell, 85 A. (2d) 296. 


Decedent and wife died ten months 
apart. Each left will executed Feb. 14, 
1929, which named other sole beneficiary 
and also provided that in the event they 
should die “at or about the same time” 
property should pass in equal shares 
to their son and a daughter. A third 
child was disinherited. Neither spouse, 
however, expressly provided for the con- 
tingency of being predeceased by the 
other. 


The wife predeceased the husband and 
he took under her will. He died in 1948 
and the son who was disinherited brought 
suit against his brother, individually and 
as executor, for a declaration that father 
died intestate under the contingency 
which occurred. Chancery Division held 
in favor of disinherited son. 


HELD: Reversed. Decedent’ died 
testate, since the will, read in its en- 
tirety, plainly shows that decedent must 
have necessarily meant that the two 
children favored in will were to take his 
estate in the contingency that occurred, 
to the exclusion of the third child. Since 
there were no words expressly alluding 
to that contingency, Court should cure 
the defect by implication of words neces- 
sary to effectuate the testamentary in- 
tent. 


WILLs — Probate — Letter Upheld 
as Holograph Will 


Quebec—Supreme Court of Canada 
Dansereau v. Berget, 1951, S.C.R. 822. 


The following letter was presented for 
probate as a holograph will; “I have felt 
very tired lately and have not had the 
time to look after your will. In any 
case I would like to tell you that if any- 
thing happens to me everything that I 
own is yours” (translation). 

The trial judge held that this letter 
did not constitute a holograph will. The 
Court of Appeal reversed his decision 
and an appeal was made to the Supreme 
Court of Canada. 


HELD: The letter meets all the condi- 
tions of a holograph will; it was written 
and signed by the testator and showed 
his intention to dispose of his property 
in favor of the respondent. Even if all 
the surrounding circumstances are taken 
into account, there was nothing in the 
evidence to indicate a contrary intention. 


WILLs — Probate — Second Mar- 
riage Does Not Void Will Executed 
During Prior Marriage 


Indiana—Appellate Court 
Grave v. Kittle, 101 N.E. (2d) 830. 


Testator executed a will during his 
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first marriage leaving everything to his 
named wife and providing that if she 
predeceased him his estate should go to 
a foster son. Subsequent to execution the 
named wife died and testator remarried, 
leaving the second wife surviving. The 
widow claimed the will was void by vir- 
tue of a statute which provided: “That 
if any male or female ... who, being un- 
married, shall execute a will ... and 
who, after the execution of such will, 
shall become married, then such will 
executed prior to such a marriage shall 
be null and void.” The lower court ad- 
mitted the will to probate. 


HELD: Affirmed. The argument that 
the legislature intended all wills to be 
voided at marriage regardless of the 
testator’s married or unmarried status 
at execution cannot be sustained. There 
is no judicial basis for disturbing the 
literal construction of the act as written 
by the legislature. Thus, since the tes- 
tator was not unmarried at the time of 
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execution, his second marriage did not 
void the will. 
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Institute on Taxation at 
Penn State 


How to,use the tax decisions and legis. 
lation of the past 12 months in everyday 
tax practice will be featured at the 
Sixth Annual Institute on Taxation at 
State College, Pennsylvania, May 18-22, 
The sessions will cover these topics: How 
to select the best form to operate a 
business today; Tax planning under the 
excess profits tax; How to use the new 
capital gain provisions; How to use mod- 
ern tools in estate planning; How to use 
the new decisions in planning and prepar- 
ation of returns for decedents, trusts 
and estates; How to plan for executives’ 
compensation; and, How to use life in- 
surance in connection with a business. 



















For advance registration, contact Miss 
Mary Fleming at the College. 
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United Fruit Co. 183 
United States Steel Corp. 166-167 
Yale & Towne Manufacturing Co. — 183 


Heir Tracers 



























Tracers Company of America 195 
Help Wanted 
Box H-23-] 201 
Insurance 
Connecticut General Life Insurance 
Company Fourth Cover 
Investment 
L. G. Beaubien & Co., Ltd. 178 
Blair, Rollins & Co., Inc. 174 
Eaton & Howard, Inc. 185 
F. Eberstadt & Co., Inc. 181 
Ira Haupt & Co. 179 
Keystone Company of Boston 185 
Hugh W. Long & Co., Inc. 185 
R. W. Pressprich & Co. __ 171 
Scudder, Stevens & Clark 181 
Van Alstyne, Noel & Co. — 174 
Wellington Fund, Inc. 183 
Publishers, Topical Law Reports 
Commerce Clearing House, Inc. — 227 
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TRUST Custody and Investment SERVICES is both 
textbook and sales manual . . . used by us to promote 
our trust services. Perhaps you would like to see a copy? 
We will be pleased to send it upon request. 


IRVING TRUST COMPANY 


ONE WALL STREET ° NEW YORK 15, N. Y. 


Capital Funds over $119,000,000 Total Resources over $1,300,000,000 
Wiiiam N. Enstrom, Chairman of the Board RicHarp H. West, President 


Personal Trust Division—Grorce A. Murpuy, Vice President in Charge 





NEW BUSINESS OPPORTUNITIES 
for your Trust Department 


—through “the man from C-G”’ 


Anything that broadens a Trust Department’s contacts 

with favorable potential business is worth investigating. 

Many Trust Officers have found that the activities 

of “the man from C-G” have resulted in substantial business 

for their departments » » » Experienced in the fields of 

estate planning, business insurance and employee benefit plans, 
the Connecticut General Life Underwriter is familiar with the 
problems that confront Trust Officers and Attorneys, and conversant 
with the work each does » » » His experience and training, backed 
by Connecticut General and its Advisory Bureau, make him an 
extremely valuable asset at your conference table. 


“The man from C-G” is a good man to know. 


connecticut Ga x2-- 
; { THROUGH BETTER MEN 
¢. LIFE * ACCIDENT * HEALTH ° 
GENERAL ure sco 
, PENSION PLANS * PENSION 
LIFE INSURANCE COMPANY TRESS ° NENSTES 
HARTFORD, CONNECTICUT 





